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Tue Soviets have unleashed a new weapon—in the field 
of international trade. 


Writing in The New York Times on December 7, James 
Reston declared: 


There are men high in this government who believe 
that this trade weapon is the most menacing weapon 
in the Communist arsenal. They see it as precisely 
the kind of weapon most difficult for a capitalistic 
society to defend against. They believe it will un- 
balance the whole commercial world if it is not 
countered effectively, and they are: convinced that 
only radical new policies will be effective in the long 
run in dealing with it. 


Just what is the nature of this trade weapon—and what, 
specifically, is its meaning for American business? 


To get at the answers, the AMA recently called a special 
briefing session, sponsored by its International Management 
Division, at which government officials and leading experts 
on the Soviet Bloc economy examined every aspect of the 
new Soviet trade strategy. Because of the critical importance 
of the issues and the urgent need for a plan of action on the 
part of American business, this month’s feature section is 
devoted to four key papers delivered at that session. As 
they clearly indicate, Soviet economic aggression all over the 
world can be stopped—but time is of the essence. 


—THE EpIToRs 
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z HE, FREE WoRLD ECONOMY and private businessmen must 
reckon with the hard realities of the growing Soviet economy and 
the international policies of the Soviet state. These problems, essen- 
tially new in kind, are becoming increasingly urgent with the ex- 
pansion of the Soviet economy and the growing national power 
of the U.S.S.R. 

Soviet foreign economic relations, which differ so radically from 
Free World patterns, are under the total control of the government 
and the Communist Party, and are directed in accordance with a 
centrally determined plan. Government monopoly of foreign trade 
is essential to this scheme of things. This was recognized from the 
outset by the authors of the Bolshevik revolution, who nationalized 
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Russia’s foreign trade by decree in April, 1918. Foreign trade was 
considered one of the “commanding heights” of economic activity, 
and total monopoly was established to insulate the Soviet economy 
from the outside “Capitalist World.” 


ORGANIZATION OF SOVIET FOREIGN TRADE 


This is a central fact the importance of which cannot be over- 
emphasized. It has set the Soviet economy apart as a closed or 
exclusive system, dedicated to forced-draft industrialization and 
developed in virtual isolation from world market forces. For ex- 
ample, no frame of reference exists by which internal prices and 
costs can be measured against those in the outside world. Inter- 
national trade is conducted in terms of foreign prices, with settle- 
ments in foreign currencies. The ruble exchange rate is arbitrary 
and meaningless. Tariffs and trade controls, and such concepts as 
most-favored nation treatment and dumping, lose their conventional 
meaning when applied to this type of economy. As a matter of 
basic principle, internal transfers of goods and services which take 
place under state directives are entirely different from transactions 
with the outside world. Foreign trade is used as an instrument 
which is manipulated to serve the purposes of the internal economic 
plan and the requirements of foreign political strategy. 

Economists would describe this system as autarky—‘“a policy of 
establishing independence of imports from other countries.” In a 
world of changing technology, however, autarky does not mean com- 
plete absence of trade. The Soviet Union recognizes that imports— 
notably capital goods—are desirable for accelerating industrial 
growth or for obtaining prototypes for copying. The Soviet Union 
also uses imports to procure certain tropical products and to make 
up for insufficiencies in planned production. 

Soviet exports are likewise subordinated to the internal plan. 
They are viewed as a means of payment for imports and as a means 
of disposing of temporary surpluses. Both imports and exports are 
also used increasingly as instruments of foreign policy in Soviet 
relations with selected target countries. 

Within the framework of this broad approach to foreign economic 
relations, the monolithic Soviet trade organization is able to pursue 
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essentially different policies in the three major areas into which 
Soviet economic policy has divided the world: the Communist bloc, 
the industrialized countries, and the underdeveloped areas. 



































ECONOMIC POLICY IN THE COMMUNIST BLOC 


The formation of the Communist bloc, following the second 
world war, added a new dimension to Soviet foreign economic 
policy. Within the area under Soviet hegemony, the policy of 
autarky could be relaxed in order to orient the economies of Eastern 
Europe toward the Soviet Union, with whom trade had been of 
little importance before the war. The thoroughness with which 
this policy was carried out is illustrated by the fact that intra-bloc 
trade now accounts for about three-quarters of total foreign trade 
of the U.S.S.R., about two-thirds of the total trade of the Eastern 
European satellites, and about three-fourths of that of Communist 
China. 

It is important to bear this in mind when interpreting recent 
Soviet statistics, which portray the Soviet Union as the sixth coun- 
try in world trade, with a claimed turnover of $8.3 billion. Actually, 
Soviet exports to countries outside of the Communist bloc in 1957 
were only on a level with those of Denmark—slightly over a billion 
dollars. 


TRADE WITH INDUSTRIALIZED COUNTRIES 


In Soviet trade with the industrialized countries of the West, the 
policy of autarky has been apparent from the very beginning of the 
Soviet regime. By tapping the more advanced technology of 
the West in the late 20’s and early 30’s, the Soviet Union was 
able to gain years in terms of economic development. American, 
as well as German and British, firms participated in the early stages 
of the Soviet industrial drive. 

To pay for these imports, the Soviet Union sold large quantities 
of raw materials, principally grain. This was at a time when world 
markets were particularly depressed and when the collectivization 
of Soviet agriculture was creating starvation conditions in the 
Russian and Ukrainian countryside, which led to the death of mil- 
lions of peasants. The Soviet monopoly of foreign trade permitted 
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the sale of these raw materials at lower than prevailing world prices 
without the need to reckon the domestic costs. 

The large volume of imports in the early thirties gave a sub- 
stantial boost to Soviet industrial production. But the consequences 
of autarky were soon manifested. Despite the rapid growth of the 
internal economy, trade had dropped by 1938 to one-third of its 
prewar level. This was especially notable in trade relations with 
the United States: From a peak of more than $100 million in 
1930 and 1931, Soviet imports from this country fell to $12 
million in 1932. Following our recognition of the Soviet Union 
in 1933, their purchases in this country again began to increase 
but remained far below earlier peak levels until the second world 
war, at which time the United States provided $10 billion in lend- 
lease and UNRRA assistance to the Soviets during the war and im- 
mediately afterward. 

From about 1947 until Stalin’s death, the level of Soviet trade 
with the West again declined drastically. Soviet propaganda has 
consistently sought to place the blame for this drop on Western 
strategic trade controls. In truth, the responsibility must be laid 
to deliberate Soviet policies connected with the formation of the 
bloc economic system and Soviet cold war tactics. 

Following Stalin’s death, the new Soviet leaders found it neces- 
sary for internal economic as well as internal political reasons to 
ease the extreme rigidity with which these policies had been applied. 
Trade with the West became more attractive in support of Soviet 
technological and industrial development. Between 1953 and 
1957, Soviet exports to Western Europe and North America in- 
creased two and a half times and their imports from these countries 
twofold. But the total of this trade remained very small in com- 
parison with over-all free world trade and, as before, their primary 
objective was the importation of capital goods to support the de- 
velopment of their domestic economy, paid for by exports of raw 
materials and semimanufactures. 


THE EXPANDING SOVIET ECONOMY 


Recently, the Soviet leaders announced some of the main goals 
for the forthcoming seven-year plan, which makes clear their deter- 
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mination to undertake another major expansion of basic industrial 
plant. This will, of necessity, involve a large volume of capital 
construction. In consequence, the Soviet leaders have apparently 
embarked on a major campaign to increase foreign purchases of 
equipment and technology for industries which they had hitherto 
neglected. Current Soviet interest appears to be focused on the 
chemical industry, with special emphasis on the petrochemical 
field. Their interest also includes technology and equipment related 
to tire manufacture, certain types of construction equipment, and 
mining machinery. 

What we may therefore soon be witnessing is a repetition of the 
Soviet import pattern of the early thirties. Khrushchev himself has 
openly stated the purposes of such an import campaign. “It would 
also be expedient to order part of this equipment in the Capitalist 
countries,” he stated. “The Soviet Union will be given the oppor- 
tunity for quicker fulfillment of its program for the construction 
of new chemical enterprises without wasting time on creation of 
plans and mastering the production of new types of equipment.” 

Mr. Khrushchev, in his recent letter to President Eisenhower, 
proposed a significant expansion of U.S.-Soviet trade, possibly 
amounting to “several billion dollars over the next several years.” 
He further suggested the possibility of long-term credits from this 
country. 

It seems apparent that the U.S.S.R. desires to incur a sub- 
stantial import surplus with the West to be paid for in installments 
over a longer period of time by its traditional raw material exports. 
This means that the United States and the other industrialized 
countries of the West have, in effect, been invited to finance the 
continuing rapid expansion of the Soviet economy in new fields— 
in exchange for deferred payments in raw materials which are, by 
and large, competitive with free world production. 

There is a limit to the degree to which existing Soviet raw 
materials exports can be developed to obtain the needed foreign 
exchange. The Soviet Union has, therefore, recently entered the 
European market as a new supplier of such commodities as tin 
and aluminum at prices below the going market. The results have 
been particularly severe in the case of tin, where such traditional 
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exporting countries as Bolivia, Malaya, and Indonesia awe been 
seriously injured. 

The Soviet use of domestic surpluses of bulk commodities to 
increase exports is traditional. This is, of course, the simplest 
technique for a state trading monopoly. It does not involve an 
investment in trade development and avoids the need for adver- 
tising, earning a reputation for quality, establishing servicing and 
spare parts systems, and achieving the degree of commercial flexi- 
bility necessary in the case of manufactured products. 


THE NEW THRUST IN UNDERDEVELOPED AREAS 


The newest phase of Soviet economic relations has been described 
in detail in a recent publication of the Department of State, “The 
Sino-Soviet Economic Offensive in Less Developed Countries.” This 
is the area in which the political uses of Soviet foreign economic 
policy emerge most clearly. | 

In 1954, the Soviet leaders turned to an aspect of foreign eco- 
nomic policy which they had previously been unable to implement 
—the economic penetration of underdeveloped countries. By 1954, 
the international picture had changed: Many economically under- 
developed countries had achieved independence. The “revolution 
of rising expectations” was sweeping Asia, Africa, and the Near 
and Middle East. The new forces of nationalism were accompanied 
by political instability and international tensions. In short, an ex- 
cellent opportunity for Soviet penetration had developed. Blocked 
from achieving their goal of world domination through force, the 
Soviet leaders turned their attention to the underdeveloped coun- 
tries, which they believe offer them their major opportunity for the 
achievement of Communist ambitions. 

The Soviet economic offensive in these lands has rapidly gathered 
momentum, spreading from Afghanistan and India to the Arab 
countries, Southeast Asia, Indonesia and, more recently, to Latin 
America. Together with its satellites and Communist China, the 
Soviet Union in a period of four years has extended over $2 billion 
in credits to the underdeveloped countries of the free world. In the 
same period, the total trade turnover of the Communist bloc with 
the underdeveloped countries, while still small, has about doubled, 
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reaching a total of $1.7 billion in 1957. These substantial gains 
have been accompanied by skillful propaganda, the spread of highly 
publicized, bilateral trade agreements, extensive bloc participation 
in trade fairs, the subsidization of dealers, and commercial activities 
by bloc embassies. 

The predominantly political motivation of this campaign, par- 
ticularly with respect to the Soviet Union, is apparent. The Soviet 
leaders have frankly admitted this. With their recent statements on 
the suspension of credits to Yugoslavia, the myth of “mutual profit- 
ability” was cast aside. The Soviets themselves have stated that ex- 
tension of credit covering the export of capital equipment to the 
underdeveloped countries is obviously not mutually profitable. In- 
deed, such a program runs counter to the traditional Soviet policy 
of importing capital equipment and exporting raw materials. The 
new program of aid to underdeveloped countries, therefore, is 
emerging as a strategic departure in Soviet foreign economic policy. 

Most certainly, the Russians are not engaged in a race with us 
to see who will contribute more to the economic development of 
these countries. The last thing in the world the Soviet leaders wish 
to prove is that successful economic development can be achieved 
in a non-Communist society. They are striving to provoke and 
capitalize on tensions between the underdeveloped nations and the 
industrialized countries of the Free World. Their long-range aim is 
to create the climate and attitudes most conducive to eventual 
Communist takeover. 

Economic weapons are, of course, only part of the arsenal which 
the Soviet leaders have employed in the underdeveloped countries. 
The degree of influence Moscow has achieved in, for example, the 
Middle East, could probably not have been brought about by the 
use of economic weapons alone. Credit extensions, arms sale, and 
trade promotion were accompanied by opportunistic Soviet political 
and propaganda activity calculated to inflame local passions and to 
maintain a continuing situation of crisis. But the use of economic 
weapons on a large scale was an essential element in this effort. 


FUTURE SOVIET TRADE POLICIES 


Now let us turn to the future: What will probably be the main 
lines of Soviet economic policy? How may we expect the expanding 
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Soviet economy to affect the free world? What courses of action 
should be pursued by our government and by private enterprise to 
meet the Soviet challenge? 


Indusirialized Free World Countries 


First, in the industrialized Free World countries, we can expect 
that the Soviets will continue to talk of the possibilities of huge 
increases in trade. However, the principal Soviet objective will con- 
tinue to be the procurement of advanced types of capital equipment 
and industrial plant in pursuit of the traditional objectives of eco- 
nomic self-sufficiency. The expansion of Soviet exports, in turn, 
will be governed by the need to obtain the required means of pay- 
ment and will consist largely of industrial raw materials and fuels. 
Thus, the thrust of Soviet competition will fall mainly on the less 
developed countries, and, to a degree, on such other nations as 
Canada which are the normal suppliers of similar products to the 
industrialized nations. This has recently been demonstrated in the 
case of primary metals such as tin, aluminum, and platinum, as well 
as by Soviet efforts to market petroleum products in Western 
Europe. 

It is also to be expected that both Soviet sales and purchases will 
continue to be erratic with respect to specific items and countries. 
In Soviet economic planning, foreign trade will continue to be re- 
garded as marginal or residual in character. This is inherent in the 
nature of the Communist economic system. Thus, while Soviet 
foreign trade can be expected to expand with the growth of its 
economy, the disruptive effects of Soviet trade policies may in- 
crease. If this should prove to be so, the Free World nations might 
be led to consult on appropriate measures to deal with such threats 
to their markets. 


The United States 


In view of the leading position of our country in the field of 
advanced industrial technology, it can be expected that Soviet in- 
terest in procurement and construction contracts with American 
firms will be increasingly manifested. The United States would, of 
course, welcome an expansion of peaceful trade with the Soviet 
Union. President Eisenhower made this clear in his reply to Mr. 
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Khrushchev’s letter of June 2 on the subject of trade. The Presi- 
dent emphasized that expanded trade between our two countries 
could be of mutual benefit and could serve to improve our relations 
in general. This would be especially true if trade were accompanied 
by broad contacts between our peoples and a fuller exchange of in- 
formation and ideas aimed at promoting mutual understanding. 

However, a large-scale increase in our trade with the Soviets is 
unlikely for two reasons. First, the Soviets are not interested in 
purchasing our consumer goods. Second, the American market for 
traditional Soviet export products is quite limited. Thus—in the 
absence of substantial credits—there is no reason to believe that 
Soviet purchases could attain the magnitudes mentioned in recent 
Soviet statements. The United States is well supplied with indus- 
trial raw materials, either from its own resources or from estab- 
lished trade channels. Moreover, the Soviet Union’s capacity to 
earn dollars or other convertible currencies is limited by their prefer- 
ence for the bilateral balancing of trade. 


The Underdeveloped Countries 


Finally, in the underdeveloped countries, we can expect that the 
Soviet Union, with its growing industrial capabilities, will probably 
step up its economic penetration campaign. The familiar devices 
of bilateral deals and long-term credits will be used even more in- 
tensively in the pursuit of Communist objectives in target countries. 

The achievement of these designs, however, will depend less upon 
the volume of Soviet aid and trade than upon the economic health 
of the underdeveloped countries and the entire Free World. This 
is fundamental. The support of progressive economic development 
within a sound and expanding Free World economy is precisely the 
objective of our government. We seek to achieve this goal in two 
ways: through international economic and financial institutions, in 
which all Free World countries collaborate, and through our own 
programs, principally those conducted under the Mutual Security 
legislation and the Reciprocal Trade Agreements Act. 

The Free World is not standing still. In New Delhi, resolutions 
adopted at meetings of the International Bank for Reconstruc- 
tion and Development and the IMF will, I am confident, result 
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in increased resources for economic development and for Free 
World financial stability. The meeting of the parties to the General 
Agreement on Tariffs and Trade in Geneva has produced plans 
for negotiations with a view to further reducing barriers to world 
trade. The atmosphere in both of these meetings was creative and 
constructive. 


COUNTERACTING THE RUSSIAN THRUST 


As for our own programs, these are the major steps that the 
United States must take: 

1. Continue the vigorous operation of our new Development 
Loan Fund, which began operations last January. 

2. Continue the active lending operations of the Export-Import 
Bank. 

3. Intensify our participation in programs of technical coopera- 
tion. 

4. Take a leading part in reducing barriers to world trade. 

5. Promote and strengthen collaboration between government 
and private enterprise in working toward our objectives. 

This latter point is of vital importance. Government and _in- 
tergovernmental measures are no substitute for the vitality and 
initiative of private enterprise. In this era of world economic ex- 
pansion, American firms can and should play an increasingly active 
role. The American business community possesses unmatched 
financial and management resources which must be put to work 
on a mutually profitable basis in the newly emerging nations if they 
are to develop their economies fully and successfully. 

American firms must become more and more active in inter- 
national investment and trade. This is in their own interest as 
well as in the larger interest of the United States and the Free 
World. Our government will assist and support their efforts. In 
turn, our government looks today to the business community for 
practical suggestions on ways to strengthen the collaboration be- 
tween government and private enterprise in working toward our 
objectives in the field of foreign economic relations—as well as sup- 
port for forward-looking legislation designed to achieve these 
objectives. 4 
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m Paul W. Sayres 


Paul Sayres 
Company, Inc. 
Hartsdale, N.Y. 


As A MERCHANDISER of foodstuffs, I must confess that I have 
seldom thought of myself as up on the firing line in the fight against 
Communism. By the same token, as a man who likes to read, I had 
never thought that books and bombers had anything in common. 

In 1957, however, when I was asked by Senator Hubert 
Humphrey to make a survey of food distribution in India, I learned 
a few valuable lessons. First, I discovered that food and books are 
outright instruments of foreign policy—as potent as shipments of 
tanks or planes, if not more so. I also learned that while most of 
the Free World still thinks fondly of food and books as mere physical 
and intellectual necessities, the Russians regard them as deadlv 
offensive weapons. 


THE MANAGEMENT REVIEW 



















Se ee 





To take India as an example, the essential consideration is that 
a large majority of her 380 million people live perpetually on the 
borderline between bare subsistence and outright starvation. Her 
land has been decimated of the minerals so vital to strong and 
healthy crops; her farmers are largely ignorant of the latest tech- 
niques of soil cultivation, and her yield per acre has been diminish- 
ing as her population increases at the rate of five million people 
per year. ; 

Now, at the present moment, only about 2.3 per cent of India’s 
food imports come from Russia, but if the experience of other 
countries where food is of first importance is any criterion—and if 
our country doesn’t go all out to help meet Indian needs—it takes no 
great stretch of the imagination to predict that Communism will 
rush in to fill India’s wants. Already, in fact, through its domina- 
tion of many of the Far Eastern rice-producing areas, Russia is off 
to a flying start. 

India doesn’t want handouts. They want to pay for American 
grain. Mr. B. B. Ghosh, Secretary of the Indian Ministry of Food 
and Agriculture, has said that he hopes to arrange a ten-year plan 
for shipment of wheat to India on a commercial basis—provided 
our prices are low enough so that it can be sold to the people with- 
out causing inflation. 

Surely, the United States—despite the complexities of dealing 
with surpluses on the world market—can work out a deal on a 
long-range basis that will solve the Indian problem. Russia doesn’t 
hesitate when it comes to making a deai—why should we? As a 
matter of fact, not more than twelve hvuurs went by after French 
Guiana announced that she was breaking her ties with France before 
Mr. Khrushchev cabled an offer of economic aid and food. That, 
no matter what we or the French think about it, was good salesman- 
ship and good public relations. 


NEEDED: BETTER PUBLIC RELATIONS 


Here is one of the real cruxes of the situation. This country, 
which is supposed to have invented the art of public relations, is 
the world’s. worst practitioner when it comes to exploiting our own 
good intentions and resources before the overseas audiences. To go 
back to the subject of books, our Embassy in India is proud to state 
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that some 400 people a day drop into our USIS libraries and read 
American books. But in Indian bookstores, which service thousands 
of customers a day, one finds Russian books printed in Hindustani 
and selling for a few cents a copy, while American books go un- 
purchased simply because they cost too much and are available only 
in English, which the majority of Indians can’t read. 

To be sure, under the free enterprise system, we can’t expect 
our publishers to give their books away, the way a state-subsidized 
publisher can—but there is no reason why we can't solve the 
problem in some other way. We have surpluses in books just as 
we have in wheat. All it takes is the simple realization that the 
battle for men’s stomachs and for men’s minds is more’ than a 
friendly game—it’s a battle for survival. It takes that realization, 
plus a little organization—not just by a group of civil servants in 
Washington, but also by American businessmen. 





It is time we stopped playing games and began to straighten out 
the facts—especially in the field of world trade. One of the im- 
portant facts we should get straight is this: | 

In the Communist lexicon, commodities (animal, vegetable, and 
mineral) are direct instruments of foreign policy, and the exchange 
of these commodities by trade, barter, or give-away is also totally 
subservient to considerations of Russian foreign policy. Nowhere 
is this fact more unmistakable than in the food area. 

Why, for example, except for the importation from Russia of a 
little caviar and the prospect of some small wheat shipments from 
here, is there practically no commerce in food between the Soviet 
Union and the United States? It isn’t because the Russians wouldn't 
enjoy some of our California oranges, Vermont maple syrup, or 
Texas beef—it is purely and simply that the U.S.S.R. does not enter 
into commercial deals when no political advantage may be expected 
unless a particular commodity is badly needed for Soviet military 
or industrial development. 

If Russia had things entirely her own way, she would prefer 
nothing better than to concentrate her entire trade policy on buying 
the large share of the main crop exported by a small, underdeveloped, 
and generally one-crop country. By the same token, she likes to 
be the main supplier of one crop to such countries. Why? Simply 
because this system produces economic and _ political dependence 
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and paves the way for further infiltration. Russia does not waste her 
commercial know-how on well-defended areas for the sake of a 
favorable trade balance. 

The major share of Russia’s food trade, for example, is conducted 
within the Communist Bloc itself. The remainder is concentrated 
mainly on Burma, Egypt, Iceland, Ghana, Indonesia, Ceylon, and 
Pakistan. Egypt took 40 per cent of her flour imports from Russia; 
Iceland got one-third of its imported grain from there, and Finland, 
in the past few years, has become largely dependent upon Russia 
in this area. In the give-away market, Russia followed up the crop 
failure in Rumania in 1956 with a generous donation, and has 
since made substantial offers to Japan, West Germany, and, most 
recently, to French Guiana. 


RUSSIA AS MIDDLE-MAN 


One of the most interesting features of Russia’s food trade is her 
frequent role as a middle-man, or food broker, between Com- 
munist regimes in Eastern Europe and Communist, or ‘Communist- 
influenced, countries in the Far East. For example, Russia buys 
about 60 per cent of Poland’s total sugar exports and a major share 
of Czechoslovakia’s output. In turn, she supplies 95 per cent of 
Afghanistan’s total sugar imports and sends large quantities to 
Communist China, North Vietnam, and Outer Mongolia. In other 
words, in Russian hands, a little sugar goes a long way. 

Two facts stand out in the Russian trade picture as far as food 
is concerned. First, there is an obvious pattern of economic inter- 
dependence between the countries of the Communist Bloc, which 
has been carefully nurtured by the architects of the Soviet system. 
Secondly, the countries outside the Bloc with which Russia chooses 
to trade are countries in which Soviet political ambitions are not 
difficult to determine. 


ECONOMIC INTERDEPENDENCE 


To illustrate the first point: Russia supplies one-fourth of Poland’s 
total animal and vegetable fat imports and large percentages of her 
wheat, rye, and corn. In turn, Russia receives 60 per cent of 
Poland’s exports in sugar, and large quantities of meat and dairy 
products. From Czechoslovakia, Russia gets sugar in return for 
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supplying wheat in the amount of 50 per cent of her satellite’s total 
grain production. Russia buys 20 per cent of the Bulgarian grape 
crop, and has agreed to take several hundred thousand tons of fruits 
and vegetables each year from 1958 to 1960. Russia supplies 
Rumania with seeds in return for meat, fruits, wines, and confec- 
tionaries. For her sugar exports and industrial shipments to Com- 
munist China, Russia gets tung oil, frozen meat, soya beans, apples, 
tea, rice, and eggs. Last year foodstuffs accounted for 30 per cent 
of all Chinese exports to the U.S.S.R. 

How is this trade with China conducted? As Deputy Premier 
Mikoyan told Governor Stevenson during the latter’s recent visit to 
Russia, it is done within a “framework of credit relations.” Indi- 
vidual organizations within each country deal on a monetary basis, 
and at the end of the year there is a clearing arrangement. If total 
trade doesn’t balance out, additional deliveries must be made the 
next year. The Chinese, Mr. Mikoyan explained, can go into debt 
to the Soviet Union for as much as $75 million, but if it goes any 
higher, then it becomes necessary, as the Deputy Premier puts it, 
“to talk things over.” 


ECONOMIC INFILTRATION 


As to the second point—the purposeful selection of countries 
outside the Communist Bloc with which Russia conducts a flourish- 
ing food trade—one has only to ask one’s self: Where has there 
been a certain amount of anti-Western restlessness lately? Iceland, 
perhaps? That is a good starting point. Russia is Iceland’s biggest 
customer and her second largest supplier, furnishing her with 80 
per cent of her oil, 86 per cent of her cement, one-third of her 
flour, 17 per cent of her coal, and so forth. As far as Iceland’s 
food exports go, 84 thousand tons of salted herring and 31 thousand 
tons of fileted fish may not look or smell political, but when 40 per 
cent of Iceland’s main crop goes to the U.S.S.R., it might possibly 
cause a certain amount of pro-Russian feeling in that country. 

In short, Russia has in Iceland exactly the type of situation it 
likes best: a small, largely one-crop country, strategically located, 
and already feeling the heady winds of a new nationalism. 

It is not stretching things too far to draw similar conclusions 
about certain other countries. We should have no illusions what- 
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soever about the 87,000 tons of rice that left Egypt for Russia in 
1957, or the 400,000 tons of rice that go from Burma, or the 
copra, coffee, coconuts, tapioca, palm nuts, and sugar that Indonesia 
produces for the Soviet markets. 

When a country gets really cozy with the U.S.S.R. in the area 
of food trade, the Russians can be very accommodating indeed. 
For example, Russia produces a certain amount of rice. Should 
these rice fields cause any embarrassment to beloved comrades in 
Communist China by cutting in on the latter’s export, Russia simply 
does the sporting thing. It plows up the rice fields and plants 
another crop that won’t embarrass anybody. 

On other occasions, however, Russian traders can be less charm- 
ing. For example, by dumping tin on the world market, they have 
caused a huge rise in the so-called “buffer stock,” a transaction which 
cost Bolivia about $5 million. Russian actions could mean the 
eventual collapse of the Bolivian economy, leading to the second 
phase of Communist attack—“undermining the present government 
| by poisoning the minds of a poverty-ridden people, and finally, in 
the third stage, overthrowing the government and taking control.” 

At the moment, Russia is also interested in Latin American 
coffee, and has a delegation down there now, talking things over. 
The tin people may not be too hospitable to the Russians, but coffee 
is something else again—especially in Brazil and Colombia, where 
the local citizenry is not happy about North American trade policies. 


SOVIET TRADE POLICY 


This, then, is the Russian pattern: Conduct your food trade 
where it will do the most good, either in holding what you have, or 
in preparing new fields for political harvest. Today it is only 
20 per cent of Pakistan’s total exports; tomorrow it will be 50 per 
cent, and the day after, perhaps 80 per cent. It doesn’t matter 
whether you do it yourself, or get your trusted neighbor to do it. 
So long as your Chinese comrades are buying half of Ceylon’s tea 
production, it isn’t important whether the transaction goes through 
their books or yours. Give lots of credit, and if at the end of the 
year you haven’t been paid yet, just get together and “talk it over.” 
Above all, make a nice gesture once in a while—like a couple of 
thousand tons of free wheat to those tea growers in Ceylon. But be 
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careful where you do it. Let the Americans send CARE packages 
to Dutch flood victims, or out to the Philippines—Communism 
hasn’t a prayer in Holland at the moment, and the Huks haven't 
made a nickel in the Philippines lately. But when a country begins 
to show signs of falling apart, move in fast. 





TRADING WITH COMMUNIST COUNTRIES 


No major solution to the problems created by the Soviet Union 
will be forthcoming as a result of efforts on our part to increase 
trade between the Communist and non-Communist worlds. The 
economic set-up within the Communist Bloc, which is entirely dic- 
tated by political considerations, makes it highly improbable that 
any increase could take place even if Western controls now in 
existence were entirely dropped. We know, for example, that Com- 
munist China could not now supply the food needed by Japan on 
a requisite scale without disrupting its trade ties within the Com- 
munist Bloc—with Russia, North Korea, Vietnam, Czechoslovakia. 

To be sure, the emergence of the Communist Bloc as a major 
buyer of food surpluses from Burma and Bgypt is disturbing— 
especially if the selling countries can sell their surpluses to no one 
else and thus secure capital for development. As was pointed out, 
however, by Professors Rostow and Millikan in their “Proposal for 
an Effective Foreign Policy,” non-Communist countries will tend 
to be attracted by dangling offers of East-West trade only so long 
as they feel the pinch of inadequate supplies of nondollar foodstuffs 
and raw materials. As the same authors point out, the Free World 
should be able to “take or leave trade with the Communist Bloc 
as it suits Free World interests.” In other words, we should be 
able to play the game of East-West food trade when we feel it will 
do us some good. 


NEW CONCEPTS OF TRADE 


This may require that we adopt the basic rule that the only safe 
East-West trade is trade that we can redirect at a moment's notice. 
It might even suggest special stockpiling provisions designed to 
permit a quick transfer of the source of supply for those commodi- 
ties coming out of the Communist Bloc. It will surely require a 
new concept of trade, not just as a commercial transaction, but as 
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a highly maneuverable and potent instrument of Free World policy 
directed against economic aggression wherever it may arise.’ 

Our first priority is for a long-range program to promote the 
economic growth of the Free World. This is not just an American 
job—it is a job for the industrialized countries of the entire Free 
World working in union with each other on a businesslike basis, 
with guarantees that help will be effectively used and that loans will 
be repaid in a reasonable time. 

Another necessity in the development of a long-range program 
is a systematic approach to the problem of agricultural surpluses. 
The creation of an International Food Bank could enable these 
food surpluses to be provided when and where they are most needed 
and could be a vital step in the right direction. 

Above all, we must be careful of our public relations. The smiling 
Russian traders make their offers with no ostensible strings at- 
tached—honey-coated deals in which the recipient country is 
permitted to make its repayments out of export surpluses, or else 
“just talk things over” when the time comes. Not only have the 
well-trained public relations operators of the Kremlin been able to 
close some exceedingly successful deals—they have also provided 
native populations with important and dramatic evidence of Soviet 
economic and agricultural achievements, and have thus enhanced 
the prestige of local Communist and pro-Communist forces. 

Finally, those cute little jokes that keep cropping up in the 
magazines about the poor miserable Russians somehow aren't very 
funny anymore. Nor is it overly reassuring to hear continued state- 
ments by American officials that Russian production figures are 
“probably exaggerated,” or that Red China’s food output figures for 
1958 (which the Chinese say will be double those of 1957) are 
regarded with deep skepticism by agricultural officials here. 

No one knows whether Radio Peiping is telling the truth or not, 
but these broadcasts and communiques are being heard by a lot of 
hungry people who aren’t impressed by our funny stories, or by 
the off-the-cuff guesses of the U.S. Department of Agriculture. 


THE BUSINESSMAN’S JOB 


What can we do about this situation? Many businessmen are 
beginning to feel that, just possibly, the ordinary guy who spends 
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his time manufacturing, distributing, merchandising, and buying 
might have something up his sleeve that could do this country— 
and the cause of the entire Free World—some good. 

First, the American businessman ought to go out and see for 
himself. Many executives take trips for business reasons to various 
parts of the world; it is time for them to give that word “business” 
a broader definition. One such definition might be contained in the 
word “survival.” 

Next, we should keep abreast of what’s going on and make our- 
selves available to the Congressional committees and subcommittees 
that are constantly studying and acting upon the many problems 
that affect our national security. Washington officials are amazed 
and pleased when a businessman walks in and says, “Look, I happen 
to know a little bit about this subject, and I’d be very happy to sit 
in on this particular hearing.” 

As a step in the direction of marshaling the resources of business- 
men on a national footing, I recently organized a businessman's 
committee to act as a clearing house to facilitate the efforts of 
businessmen who wish to act personally on many matters affecting 
the well-being of our nation and the Free World. 

This Committee has been named ABLE (“American Businessmen 
Lend an Effort”), and favorable response has come from both 
governmental and private sources. ABLE must not be confined 
just to representatives of those larger institutions and industries that 
normally do business abroad. It is also aimed at the little fellow, 
operating domestically, whose special know-how may make the 
difference between the success and failure of a packaging operation 
in Ghana, a marketing situation in Bolivia, or the deliberations of 
a Senate committee in Washington. 

Of course, ABLE will not put an immediate end to the stark 
and terrible menace of Russian economic imperialism in crucial 
world areas, but a beginning must be made somewhere. Otherwise, 
the Free World may have to close up shop and go home. American 
management can beat the Russians at their own game; we have a 
long tradition of knowing how to cope with tough competitive 
situations. The stakes are high, and, whether we like it or not, 
we're involved in the most dangerous and most important game of 
our lives. s 
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SoviET ECONOMIC AGGRESSION all over the world can be stopped. 
It can be met and conquered by American business and industry. 
It is not a faultless machine incapable of making mistakes and errors 
of judgment, in spite of the Soviet propaganda designed to prove 
otherwise. 

Admittedly, the Russian economic warfare poses a threat to 
orderly world trade. It has been moderately successful up to now, 
and unless we counter it, it will continue to pose a most serious 
threat to the United States and the rest of the free nations. 

The startling Russian achievements in the fields of science and 
engineering have alarmed and alerted our people, but it is in the 
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field of international economics that the threat to our country is 
greatest—and it is in that field that the Soviets are at present 
most active. 


RUSSIAN COMPETITIVE ADVANTAGES 

Russian production, by and large, is not sufficient to justify fears 
that it may soon pass our own. Percentagewise, it has grown a great 
deal, but in volume it still has a long way to go. The Soviets do 
have one tremendous advantage, however: If necessary, they can 
forget about their domestic consumption entirely. We Americans, 
on the other hand, produce primarily for our domestic market, 
which consumes about 95 per cent of the end product. The Soviet 
advantage lies in the fact that production of an item greatly desired 
by a potential foreign customer can be diverted to that customer 
overnight. This flexibility, and unconcern for any relationship 
between export and domestic consumption, constitutes a real com- 
petitive advantage over the nations of the free world. 

The United States has been using its natural resources at such a 
furious pace that we are rapidly approaching the point when we 
shall be greatly dependent upon imports for much of the raw 
materials our industries must have. Russian sources of raw material, 
on the other hand, have been hardly tapped. 

At present, Russian coal production apparently is ahead of that 
of the United States. In 1957 Russia turned out 91 per cent as 
much iron ore as we did, 58 per cent as much cement, and 50 per 
cent as much pig iron, and its aluminum output is now about 
22 per cent of the world’s total. 

Already the tactics of the Soviet Union in what has been aptly 
called the ruble war has affected the world market for aluminum. 
It was dealing in this commodity that the Soviets first revealed their 
hand. English aluminum consumers found that they could buy it 
from the Russians at about 10 pounds sterling under the price per 
ton of Aluminium Ltd. of Canada or American producers. Conse- 
quently, British consumption of Russian aluminum, which amounted 
to about a one-thousand-ton rate in 1957, could have been multi- 
plied 50 times in 1958 if the Soviet Union had not voluntarily 
agreed to a 15,000-ton limitation. American and Canadian alumi- 
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num companies reacted by cutting their prices 2 cents a pound, 
representing a reduction in earnings before taxes of about $116 mil- 
lion a year. 


IMPORTS, GRANTS, AND LOANS 


On the import side, the situation is equally disturbing to the 
West, and to the United States in particular. Recently the Soviets 
bought large quantities of meat, hides, wool, cotton, and coffee 
from Brazil, Uruguay, and Argentina. They paid their bill by 
shipping machinery, steel products, chemicals, and petroleum. 
They freely use barter, a process that is not practiced in the free 
competitive system but is well suited to “state trading.” 

In the field of grants and loans, we face stiff Soviet competition. 
Because of their absolute power, the leaders of the Russian economic 
drive can make loans to the newly developing countries of the world 
with no regard for the “cost of money.” Interest and repayment are 
not necessary within a controlled economy. The Soviet Bloc has 
recently extended long-term credits to many of the Near East and 
Southern Asia countries. In dollar values, these nations have thus 
realized nearly $1.5 billion at an interest rate of 2/2 per cent or 
less. This is also one of the favorite inducements offered to our 
Latin American neighbors. 

It is time for the United States to stop being on the defensive 
and do something about this situation. The time for passive re- 
sistance is gone. Intelligent, aggressive action is as urgently called 
for today as it ever has been in our history. 

First, we must recognize that our own economy depends to an 
increasing extent upon world trade. Congress has recently extended 
the Reciprocal Trade Agreements Act for four years, thus clearly 
demonstrating to our trading partners abroad that we are in the 
business of world trade for good. Now it is time for private enter- 
prise to take advantage of this solid base for expanding world trade. 


U.S. COMPETITIVE ADVANTAGES 
We are accustomed to living in a competitive society. Every 
business within this country competes with another. As a result, 
we should have no fear of world competition, but should meet such 
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problems with the same ingenuity, determination, and energy that 
we devote towards meeting domestic competition. We have the 
advantage of a tremendous production “base” through the great 
American market. A producer of goods has a large market that 
allows for the amortization of development costs, tooling, distribu- 
tion facilities, etc. Such a base is not available to our competitors, 
and it offers us a prime advantage. 

The producer of American goods has greater access to the full 
scope of raw materials than has any other producer in the world. 
Transportation facilities are such that materials are available to him 
upon very short notice. 

The American producer also has the advantage of tremendous 
research facilities. This is true, particularly in the field of con- 
sumer goods, to a much greater degree than in any other nation, 
especially the Soviet Union. Throughout the world there is general 
acceptance of the good quality and constant standards of American 
goods. A merchandiser of American goods can build upon this 
natural good will to increase his sales appreciably. 


A CHANGE OF ATTITUDE 


It is thus evident that we have major advantages over our com- 
petitors in some areas. We can meet the new world competitive 
situation that has been accentuated by the Soviet economic offensive 
by adopting realistic and aggressive policies: 

1. We must recognize that our world market has changed from 
a “seller’s market” to a “buyer’s market.” Not only the Soviet Union 
and its satellites are offering merchandise to this market, but the 
friendly industrial nations of the world are now in full production. 
They are aggressively traveling throughout the world, exploiting 
markets wherever they may be. We must recognize this changed 
situation. This is a time when economic complacency on our part 
will be fatal. 

2. Responsible business organizations and business leaders must 
take an active part in changing the American national attitude 
towards world trade. It is no longer merely a desirable adjunct to 
our regular domestic business—an element that we can take or 
leave. World markets today are essential to providing the outlet 
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for our ever-increasing volume of agricultural and industrial prod- 
ucts. Without world markets we seriously limit the future produc- 
tive expansion of this country. Responsible leaders must take such 
action as is necessary to convince the business public that world 
trade is desirable; it is profitable; and it will be necessary for our 
increasing well-being. 

3. World trading responsibility must be assumed by the 
medium- and small-sized businesses of this country, as well as by 
the major traditional exporting firms. The thousands of items that 
are taken for granted by the American public must be sold to the 
peoples of the world. 

4. The government has a greater responsibility in world trade 
than it does in domestic trade. In many of the world trade opera- 
tions it is essential that government participate. It is particularly 
true in the fields of distribution, regulations, and taxes. In the 
areas where customs and languages are not familiar to the American 
trader, the government must assume the responsibility for acting 
as the bridge between the American seller and the foreign prospec- 
tive buyer. 


WHAT THE GOVERNMENT CAN DO 


The world trading pattern is constantly changing. Impediments 
are being forever placed in the ways of normal trade. The govern- 
ment must take the responsibility for working towards removal of 
barriers, whether they be taxes, import quotas, or currency restric- 
tions. The government must take an interest in protecting the 
affairs of American business where unusual financial problems arise. 
In short, the government must be in a position to do those things 
that business itself cannot accomplish. 

Here are some of the specific steps that should be taken: 

e The foreign commercial service of the United States should be 
drastically strengthened to provide a greater number of trained 
people in the markets throughout the world who can assist American 
businessmen in finding markets and sources of supply. This com- 
mercial service should be trained in the philosophy of business and, 
wherever possible, should be recruited from among experienced 
business people. 
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e Some means for displaying and presenting U.S. products in the 
key markets of the world must be devised. This means must con- 
vince the customers of the world that we are serious in our intent 
to deserve and to secure their patronage. 

e The government must increase its capabilities in the dissemi- 
nation of trade information. It must act as a communicating 
medium between the information developed in the foreign field and 
the manufacturer or agricultural producer in the United States. 
This can be accomplished by substantially strengthening the field 
service of the Department of Commerce. 

e The government should make an examination of the possible 
desirability of establishing an insurance mechanism whereby export 
credits of private traders may receive the full support of the govern- 
ment when collection is due. 

Through the Trade Missions Division of the Department of 
Commerce, we have learned the tremendous effect and value of 
sharing our technological knowledge with businessmen of foreign 
nations. These trade teams of American private businessmen, con- 
tributing their time and effort, have created friends for the United 
States all over the world—friendships that will endure. Wherever 
they have been, a better understanding of America and the free 
enterprise system has been the result. 

American exhibits at international trade fairs have also been 
of great value in a very dramatic way. Wherever an American ex- 
hibit has been mounted it has drawn tremendous crowds. We have 
had a greater attendance in some cases than two or three of our 
chief competitors put together. It is an inspiring thing to see 
thousands of people react to their first real chance to see the fruits 
of American industry. 

Since 1954, we have exhibited at 58 trade fairs in 25 nations, 
including some of the countries in the Soviet Bloc. Because of the 
splendid cooperation of many American businessmen, we have been 
able to do things that otherwise would have been impossible. These 
men and their companies have made a substantial contribution to 
their country, but it has not been without reward. There have been 
many sales directly resulting from our shows, and there will be many 
more in the future. But the greatest result is the feeling of accom- 
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plishment, the sense of being part of an operation that is of such 
great importance to our country. 


TAKING THE OFFENSIVE 


Trade fairs and trade missions, of course, are only a very small 
part of the over-all effort that we Americans must put forth as we 
take the offensive in this economic war. 

We must demonstrate again and again that the United States is 
dedicated to the basic principles of human dignity and freedom. 

We must generate a favorable opinion toward the United States, 
its people, and its foreign policies. 

We must instill a more accurate understanding of American in- 
stitutions and people as a counter to unfriendly propaganda. 

We must show beyond the shadow of a doubt that the United 
States is the greatest producer of peaceful goods for the service of 
mankind. 

We musi sell American goods abroad with the same imagination 
and vigor that we are forced to exert at home. 

We must continue to make available capital, credit, and manage- 
ment and technical skills through such agencies as the Export-Import 
Bank, the International Cooperation Administration, the Develop- 
ment Loan Fund, the International Monetary Fund, and others of 
a similar nature. 

If we pursue these steps, the thrust of the Russian economic 
threat can be blocked. A combination of fine teamwork by en- 
lightened American business with the help and guidance of govern- 
ment can meet the threat of the Soviet trade offensive. The chal- 
lenge is clear; now is the time for action. & 
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S. J. Rundt & Associates 


Ar THis MoMENT, the Russians are winning the international 
battles of the economic war. This appears to be the first case in 
history where one world power has publicly proclaimed economic 
war upon another, and where the challenged nation, for all prac- 
tical purposes, has all but disregarded a struggle unto death. 

In 18 short years, Russia has parlayed 171 million people under 
its sway to 945 million. Its economic growth is twice as fast 
as ours: Soviet industrial production is now quadruple what it was 
in 1938. By 1973, the annual Soviet Gross National Product will 





Mr. Rundt, who served as an intelligence officer for more than ten years, 
was Chief of Economic Intelligence at General Mark Clark’s headquarters 
from 1947 to 1951, as well as being the Military Member of the inter- 
departmental East-West Trade Committee in Vienna. 
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have expanded from its present $175 billion equivalent to $450- 
$475 billion, at its present rate of growth. In 1950, the GNP of 
the U.S.S.R. was but 33 per cent of ours; in 1958, it will be 45 
per cent. And within one and a half decades, if not earlier, it may 
well equal or exceed our highest GNP to date. To be sure, we are 
not standing still; we will also grow. But Communist output and 
capabilities are expanding alarmingly fast. Soviet trade last year 
increased by 15 per cent to a grand total of 33.3 billion rubles. 
Q Dealings with nations outside the Sino-Soviet sphere, however, rose 
by 24 per cent to 8.8 billion rubles. Thus the U.S.S.R. now holds 
6th place as a world trader, while in 1938, it was merely No. 16, 
and in 1950, No. 11. Soviet trade is now six times what it was 
= twenty years ago. 


COMMUNIST FOREIGN TRADE 


Although over-all goods’ exchanges of the Sino-Soviet bloc with 
the outside world account for only about 3 per cent of global reci- 
procal trade, it must be noted that it has doubled in the past five 
vears, to around $8 billion per annum by now. And out of eighty- 
odd nations in the world, the Moscow-Peiping axis has gained a 
toehold of sorts in about twenty outside its own sphere. Moreover, 
Communist economic influence is now climbing upward at an 
accelerated momentum, with economic penetration of various de- 
grees attempted in more than four dozen non-Communist countries, 
including such Good Neighbors of ours as Argentina, Brazil, Chile, 
and Uruguay. 

And while we here, so far this year, have lost more than $2 
billion in gold, the Russians are gaining precious yellow metal re- 
serves at a rate of almost $670 million a year, now controlling 
some $8 billion in bullion, and out-producing the Union of 
South Africa. Moscow could well upset the Free World far- 
reachingly by interfering with its monetary structure, e.g., by offer- 
ing huge gold loans, such as the $2 billion they had held out to 
Britain a couple of years back. 

The Soviets have gravely upset the world tin market, the alumi- 
num price, and the platinum quotations. It is within their present 
capability to dump manganese, petroleum, benzene, naphthalene, 
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steel, hemp, flax, asphalt, bismuth, antimony, arsenic, tungsten, 
chrome, and possibly also lead, zinc, graphite, asbestos, sulphur, and 
mercury. Relatively small quantities of these items, when thrown 
upon the market, could seriously harm the economies of scores of 
nations in the non-Communist world. 


RED CHINESE OPERATIONS 


The Red Chinese are now selling below world market prices a 
most amazing array of manufactured goods in South Asia. And 
Peiping is offering attractive terms (beyond one year for consumer 
goods, sometimes at 2.5 per cent per annum interest, or easy in- 
stallments over 6 to 9 months) and accepting ticals, kips, kyats, 
rupiahs, rupees, piastres, or riels, as it may suit the customer—all 
of which can easily be turned into a hard dollar or transferable 
sterling in Hongkong on the free market. 

Red China last year exported goods mainly to South and South- 
east Asia to the tune of the equivalent of $313 million, which 
represents an increase of more than 40 per cent over 1955. In 
1958, the total will reach or top $500 million. 

Over protracted periods, Poland has been the chief supplier of 
coal to the Argentine, and right now she is becoming a main ship- 
per of textiles to Haiti. East German typewriters are selling like hot- 
cakes in Rio, and shoes of the same origin have shown up in 
Canada. Czech glassware has hit the market in Cuba. Soviet oil 
drilling equipment is landed in Buenos Aires, and their exhibition 
of lathes and heavy capital goods in that city spearheaded a new 
offensive in Latin America. Uruguay is now dependent upon 
Rumanian oil. Germany, meanwhile, our key ally on the Continent, 
has become East-West trader number one. Turkey, our staunchest 
Northern Tier friend, trades up to almost one-fifth of its global 
exchanges with the Reds and has in the past accepted Kremlin 
offers of capital and technical aid. In Athens, a recent royal 
decree once more permits Hellenic vessels to make for Red China 
and North Korean ports. Most recently, the Soviets have begun 
to offer timber, palladium, potassium salts, cellulose and paper 
goods, tools, chemical products, and iron ore, as well as oil rigs 


and oil exploration gear. And U.S. capital equipment makers are © 
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finding Red competition in various items and in an increasing 
number of markets. 

Moreover, at critical moments the Reds are willing to buy up 
glutted and depressed commodities, including wool, copper, sugar, 
coffee, cocoa, rubber, jute, wheat, fish, citrus fruit, coconut oil, 
cork, butter, and even some steel, from Rangoon to Reykjavik and 
from Montevideo to Madras, while we are clamping quotas on lead 
and zinc, limiting oil imports to our shores, forcing the Japanese to 
impose so-called voluntary ceilings on their textile sales to the 
U.S.A., and veering clearly toward more protectionism. 


SUPPORTING FREE WORLD ECONOMIES 


We have, of course, placed in the firing position an impressive 
formation of heavy artillery in support of Free World economies. 
We have Eximbank, ICA, the Development Loan Fund, Point Four, 
and P.L. 480. Then there is the World Bank, the IMF, the IFC, 
not to forget the big credit lines of our commercial banks. But 
such atomic-caliber weapons fully recognized, where and how do 
we cope with the many “brush-fires,” the individual battles of the 
Ruble War? 

Obviously, our government and private enterprise here have so 
far failed to get together, although neither by itself can even faintly 
hope to win against the Reds. Naturally, we are still far stronger 
in productive capacity and financial power than the entire Sino- 
Soviet sphere. But we are losing just the same, because more often 
than not we fail to act, or to act in time. 


TAKING THE OFFENSIVE 


Here, then, are twenty suggestions for taking the offensive in the 
economic cold war. Some of them are distasteful, many of them 
are difficult, but all of them are steps in the direction of a sound 
and effective trade policy. Specifically, I would propose: 

1. That the governmental and private fact-finding be coordi- 
nated and intelligence derived be used by Washington and by free 
enterprise as a common basis for planning and action. 

2. That a national foreign economic policy be elaborated and 
coordinated with all Free World nations. 
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3. That a sort of War Production Board be set up to coor- 
dinate our Dollar War, with authority to make fast decisions and to 
cut red tape, because, believe it or not, the Reds sometimes are 
shipping aid goods faster than we are. Unless we mobilize our 
over-all potential and fight, we shall lose. 

4. That an Economic Warfare Information Bureau be set up 
within the U.S. Department of Commerce, so that private enter- 
prise can promptly get the facts it needs. The power of U.S. 
productive and financial capacities, the initiative and know-how of 
our free enterprise, and the flexibilities of capitalism will have to 
be teamed up with our government’s political and economic policies 
and their implementation. 

5. That Uncle Sam and his nephews in industry, commerce, 
and finance work out currency clearing arrangements with other 
nations, so that we can get off the not-so-splendid isolation of our 
Dollar Island. 

6. That truly war-vital U.S. industries be subsidized where 
nonviable, rather than that ward-level local politics here become 
the pitfalls of our international relations, such as in the lead and 
zinc quota case. 

7. That we trade more freely than ever, importing as much as 
feasible, to afford our friends abroad an opportunity of buying 
more from us, if need be against payment in soft currencies. To 
this end we may have to stockpile, but war is always wasteful and 
peace-time civilian rules cannot obtain. 

8. That more incentives be offered by Washington, e.g., from 
a tax point of view, and also by other nations, in the form of better 
investment climates, so as to increase the flow of U.S. capital, as 
well as German, Italian, British, French, or Swiss funds into 
developing areas. Guarantees against shrinkage of foreign currency 
values would also have to be expanded. 

9. That we get away from charity and turn to business, from 
aid to trade, if need be on a supported basis at this end. Charity 
is offensive in the long run. 

10. That we organize raw material procurement along national 
lines. This is distasteful to free enterprise—but without such 
coordination we cannot hope to beat state monopolies. 








THE MANAGEMENT REVIEW 








11. That we introduce insurance coverage for export credits 
against political and convertibility risks, perhaps on a mixed public- 
private basis, so as to enable shippers here to match Red rivals 
on contested markets. 

12. That we find ways and means to make our freight rates 
more flexible. At present they are often noncompetitive. Wartime 
logistics cannot be based upon the profit motive alone but must be 
subordinated to tactical and strategic necessities. 

13. That in some instances, where Communist economic war- 
fare is directly involved, our exports be supported where this be- 
comes a matter of vital national interest and does not harm our 
friends abroad. Are we not already supporting our farm products? 
Special tax remissions, or rebates, could be introduced, or such 
incentives as bonuses or premiums in raw material allocation from 
stockpiles, or cost-plus arrangements, as already existent for purely 
military contracts, or shippers could be granted special priorities in 
official U.S. purchases, where equitably and reasonably possible. 
All this will be unpleasant and against our grain, but war is war, 
and veritable crash programs may become unavoidable from time 
to time. Exports are weapons. 

14. That greater efforts to stabilize commodity prices, such as 
those of coffee, some metals, and wool, be made to help the many 
important primary producer nations. During the last Great War, 
we bought rabbit furs in Spain—not to deny them to the Germans, 
but to hand a doubtful neutral an extra bit of bribe. Similar 
measures, even if their inutility must be admitted, could become 
necessary. 

15. That our direct private foreign, investments be stepped up 
and measures found to deconcentrate them. At present they are 
too much in this Hemisphere and in Europe, to the detriment of 
the least developed nations, and they are to too great a degree in 
purely extractive fields. Favorable tax concessions will help private 
enterprise. But the lending capacities of the President's Develop- 
ment Loan Fund and the resources of Eximbank and ICA will have 
to be stepped up. And appropriations would have to be fixed for 
several years in advance, so as to give our policy and its implemen- 
tation at least limited continuity. One of the foremost and most 
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just accusations against our activities abroad is that they lack any- 
thing resembling a clearly defined, protracted line. 

16. That greater international liquidity of capital be provided 
for the Free World. A step in this direction has already been taken 
by increasing the lending capacities of the International Monetary 
Fund and the World Bank. 

17. That we officially ask the Reds to match us in our aid 
efforts. If they are so kindly inclined and so powerful, as they say, 
why not request that they show the world, dollar for dollar, what 
they can do alongside of us? Mr. Khrushchev has crudely refused 
to give a single kopek to any joint assistance program. Let us goad 
and cajole and badger him until he puts up or shuts up or becomes 
a ridiculous figure. 

18. That, in the field of human relations overseas, we have a 
great deal to learn. Our travelers and representatives abroad are 
not invariably the best ambassadors, be it diplomatically or in 
business. We will have to train better and more knowledgeable 
men to represent us—both as a nation and as industries or financial 
interests. We will often have to get down from our high horse 
and adopt a posture of greater humility, without servility but with 
dignity. As the richest and the most powerful, we cannot hope to 
be loved, as we always want to be, but we can strive toward greater 
respect abroad. 

19. That the Free World today is in need of economic unity 
of purpose. Such proposals as the Italian “Pella Plan” seem to 
show the way. 

20. That we improve in the field of communications. Our 
economic propaganda will have to become a good deal more vocal 
and effective than it is to tell others the true story of our thinking 
and our doings. Presently, the Reds contrive to get more lines 
into print and more words into the ether for fewer rubles than we 
do with our huge amounts of dollar grants and gifts. 


OPPORTUNITIES FOR U.S. BUSINESS 


The question of our own trade relations with the Reds is inti- 
mately linked to the world-wide Ruble-Dollar War. A vast majority 
of businessmen on the highest management level are not only eager 








THE MANAGEMENT REVIEW 








to fight the Communists in business, they are also more than will- 
ing to do business with them, and to make legitimate profits when- 
ever reasonably possible. I have yet to find one top executive who 
did not either foresee Communist competition in his field or who 
did not express the hope of opening new markets behind the Iron 
and Bamboo Curtains—or, usually, both. 

The Reds are shopping here and, for example, in Western 
Europe, for equipment to produce chemicals (not all of it of the 
highly confidential or patented kind); for machinery to turn out 
consumer goods; for textile machines; for wood-working, cellulose, 
and paper equipment; for refrigeration equipment and machinery 
to produce it; for TV-producing machines; for pharmaceuticals of 
various sorts, not necessarily the latest inventions; for industrial 
chemicals; for air-conditioning gear; for pumps and compressors; 
for machines to produce building materials; for mining gear; for 
transport items; for rolled ferrous metals; for piping for city gas 
installations; for leather-working and shoe-manufacturing capital 
goods; for medical supplies; for plants to produce plastics and 
synthetic fibers; for wheat and copper; and for other raw materials. 
In many instances, they want to buy entire plants. In Germany, 
last summer, they have started to buy consumer. goods pure and 
simple. Recently, the Commerce Department has approved licenses 
for the export of 30,000 metric tons of sheet steel to be used in 
the U.S.S.R. automotive industry. 

China wants tractors, trucks, antibiotics, fertilizer, some lubri- 
cants, food processing machines, excavating and building machines, 
x-ray apparatus, stop watches, surgical instruments, dyes, complete 
plants to produce paper from bagasse, factories manufacturing 
synthetic fibers, drilling equipment, air-pressure installations, ma- 
chinery to make synthetic fuel, large-scale cement-making plants, 
galvanized metal, steel sheets, rods, wire, heavy electrical apparatus, 
metal rope, ammonium sulphate, precision instruments, diesels, 
tools of some kinds, construction implements, heaviest type mining 
gear, welding electrodes, power constructions, bridge-building 
material, and engineering items. The Czechs are in the market for 
passenger cars, although they themselves export many of them. 

Now, many of the things the Reds want, we should not even 
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consider selling them. Our patents are not protected and our process 
secrets are no longer safe once they have reached the Communist 
sphere. There are many goods which the Communists would only 
copy—for themselves and to compete with their original suppliers 
in world markets. But there are enough goods which we might 
well let them have. 

Export possibilities to the countries behind the Iron and Bamboo 
Curtains must not be overestimated. It appears doubtful that 
under existing circumstances U.S. annual exports to, say, Red 
China could possibly reach $50 million—if that much. Chances 
are that, even if all embargoes were to be lifted, Peiping would 
buy from us less than half what Guatemala buys every year. Even 
so, it is interesting to note that the U.N. Economic Commission 
for Europe reports that during 1957 Russia’s imports from Western 
Europe rose by 29 per cent to $782 million, while Soviet exports 
to that area increased by 16 per cent to $624 million. And while 
Soviet deliveries to the raw material producing countries outside 
the Communist sphere rose by 54 per cent to $347 million, Soviet 
imports from those countries were up 31 per cent to $153 million. 


DEALING WITH THE REDS 


The representatives of the Communist State Trading Monopolies 
are shrewd businessmen. To negotiate with them is far from easy. 
They shop around, pit one country against the other and one 
private firm against the next. Yet, the Germans, Austrians, Finns, 
French, Dutch, Belgians, Italians, British, and Scandinavians have 
learned to trade with them. Even such traditionally anti-Communist 
nations as Spain and Turkey trade with the Reds. 

In some instances, it will be necessary for entire industries, first 
in one potential seller country and then perhaps also in several, to 
get together and present a common front vis-a-vis the Red trade 
agents. But this, too, can be done. The German, French, and 
Italian tractor industries, for instance, have made common cause 
in the face of the highly centralized Communist procurement 
efforts. 

Red State Trust exponents are, as a rule, clever and wily, but 
hardly more so than many New England traders or Levantine mer- 


THE MANAGEMENT REVIEW 










































chants or Latin American businessmen. The Cominunists are blunt, 
to the point where they are funny; they know what they want and 
say so without many inhibitions; they ask for reasonable terms and 
ultimately accept a “No” when it is logical and prudent. 

While it is true that the Reds in the past have often not lived 
up to their trade agreements, having for political reasons become 
heavy debtors in the knowledge that the debtor is always the stronger 
in international trade, they have more recently paid so promptly 
that German bankers in the past three years have come to say: “He 
pays like the Russians,” when they mean to imply that collections 
are especially prompt. The pledge of the various National Banks 
of the Communist countries are almost invariably good—except in 
the case of Red China and the so-called German Democratic Repub- 
lic, the former being irresponsible, the latter broke. 

Most bankers here will suggest that all sales to the Reds be “cash 
on the barrelhead,” letter of credit, or payment in advance, but 
Continental banks, through which you may deal via your regular 
American banker, sometimes hold Communist gold, and terms up 
to 90 days from bill of lading are common to Poland, Czechoslo- 
vakia, Hungary, and Rumania. State Bank-guaranteed paper can 
also be discounted at times on the Continent. The Yugoslavs, more- 
over, will often play the middleman, in every respect in an ex- 
emplary manner, having become the shipping and _ financial 
intermediaries par excellence since their break with Moscow in 
1948, not only between Free and Communist interests, but also 
between Christian and Jew, Occidental and Arab, Israeli and 
Moslem. In these matters, the regular foreign correspondent banks 
of your banker here will be able to help, widely and effectively. 

It is also true that in some instances the Foreign Trade Arbitra- 
tion Commission in Moscow has rendered most unfair decisions. 
But in most instances, Soviet arbitration has bent backwards in 
favor of foreign suppliers or buyers. Moreover, arbitration in third 
countries can nowadays be arranged, though it hardly ever becomes 
necessary. 

In cases where you, as a single corporation, can both buy from 
and sell to the Communists, you are in a preferred position. If, 
as a paper manufacturer, you can buy cellulose or starch from be- 
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hind the Iron Curtain and sell them certain types of paper, or if 
as a steel producer you can use their manganese and dispose of 
your final metal, all sorts of profit-making possibilities exist. 
Of course, the Reds are not invariably reliable partners, and at 
any time they may stop deliveries or purchases. But the Germans, 
the Dutch, the French, and the British have so far managed to 
keep going, and to get paid, and to make money, by no means in 
strategic items or goods that would turn one day against the sup- 
plier. 

We are in a very hot contest, but trade invariably exerts a peace- 
ful, natural, and wholesome influence. It will not bridge the abyss 
between East and West, but it may mitigate some of the present 
tensions. That, at least, is the experience of history and of those 
now trading across the political barriers. 


THE TASK FOR GOVERNMENT AND BUSINESS 


To exert our greatest strength, the government must back private 
enterprise here in all efforts to come to commercial grips with the 
Communists. This goes for both Red economic penetration in other 
lands, as well as for U.S. exchanges with the Reds. After much 
time has been lost, Washington has finally turned to two advisory 
groups composed of businessmen, a subunit of the World Trade 
Advisory Committee under Assistant Secretary of Commerce Henry 
Kearns, and a subcommittee of the Business Advisory Council. 
One can only hope that their deliberations and findings will come 
soon, and will be fruitful and practical. The main problems seem 
to be that the Reds want to deal with a U.S. government agency 
and that they want credit in the face of unpaid World War II Lend 
Lease debts. 

Welfare or warfare may be the ultimate question. It is high time 
that we take a second critical look at the economic side of the East- 
West problem; that we begin to face facts; that we stop deluding 
ourselves in thinking that inaction can win or that the Reds will 
simply go away. As Teddy Roosevelt said: “We have no choice, 
we people of the United States, as to whether we shall play a great 
part in the world. That has been determined for us by fate. All 
we can decide is whether we shall play it well or ill.” 
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Tue COMING YEAR will be a good 
one for the economy. That’s the al- 
most unanimous verdict of a group 
of 212 leading economists polled by 
the F. W. Dodge Corporation in its 
latest annual survey. 

The unanimity of opinion that the 
economy would move upward is 
shown by the economists’ estimates 
of Gross National Product. Of the 
212 respondents, all but two think 
that GNP at the end of 1959 will be 
above the mid-1958 level. Similarly, 
only four think that the Federal Re- 
serve index of industrial production 
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will be below the June, 1958, level 
at the end of 1959. 

Despite their belief that the reces- 
sion is over, however, the economists 
warned that there would be dangerous 
soft spots and pitfalls in the year 
ahead. Among some of their worries 
are: 

e Inflation and runaway boom, 


with a counteraction sometime 
after 1959. 


® Possible cutting off of the re- 
covery by excessive credit re- 
striction, most often mentioned 
in connection with the housing 
outlook. 


Architectural Record (November, 1958), © 1958 by F. W. Dodge Corporation. 
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@ Prospects for a relatively slow 
decline in unemployment. 


e A possible lag in the recovery 
of capital expenditures from the 
“relatively low” levels of today. 


@ The question of consumer ac- 
ceptance of the new automobile 
models. 

e A continuing profit squeeze 
facing many businesses. 

e Rising government deficits, high 
taxes, and restrictive tax struc- 
ture. 


© Constantly rising wage rates. 


There are, of course, differences 
of opinion as to the extent of busi- 
ness improvement in 1959. There 
seem to be two principal schools of 
thought. One group would agree with 
the economist who said: “We are 
heading into another boom, stimu- 
lated by growing population (war 
babies reaching college, job-taking, 
and marriage age), defense, infla- 
tion.” 

The other line of reasoning was 
put this way by one economist: “De- 
spite our optimism about certain seg- 
ments of the economy, we are not 
forecasting that 1959 will be a 
‘boom’ year, although business gener- 
ally will be at much higher levels 
than those of 1958. The coming 
year will be somewhat below the 
long-term growth line.” Reasons 
given for this conclusion were per- 
sistent unemployment and a relative- 
ly low level of capital expenditures. 

Here are the economists’ specific 
forecasts for nine major economic in- 
dicators: 

1. Gross National Product. On 
the average, the economists think the 
Gross National Product will rise 
steadily through 1959. The median 
rise works out at $5 billion each 
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quarter on a seasonally adjusted an- 
nual rate basis, reaching $460 billion 
at the end of 1959. This would be 
an increase of 7 per cent over the 
figure for the second quarter of 1958 
(the latest available at the time the 
questionnaire was mailed). 

There is a wide variation in the 
individual figures for the fourth 
quarter of 1959, with no “most popu- 
lar” or modal number; in fact, just 
as many economists picked $480 
billion as chose the median figure of 
$460 billion. The middle 50 per 
cent range (that is, the range covered 
by 25 per cent of the total replies 
on each side of the median) for the 
fourth quarter of 1959 ran from 
$449 billion to $473 billion. 

With regard to the pattern of 
change, the vast majority of the 
economists (86 per cent) saw a 
steady upward trend. Another 9 per 
cent saw a decline in the second half 
of 1959, following a rise up to that 
point, and 3 per cent felt that the 
second half would level off after a 
rise. The other 2 per cent were 
scattered among various patterns. 

2. Consumer Prices. Almost all 
the economists think that the con- 
sumer price index will rise steadily 
during 1959; only 11 believe that 
the index at the end of 1959 will be 
below the June, 1958, level. The 
median forecast for next December 
is 125.5, compared with 123.7 last 
June, with the middle 50 per cent 
range being from 124.5 to 126.5. 
The range of the forecasts, incident- 
ally, extends considerably farther up- 
ward than downward; 27 of the 
economists put the December figure 
anywhere from 128 to 133, whereas 
only two put it below 123. Several 


THE MANAGEMENT REVIEW 








We 


vie 
ris 
de: 
otl 


cas 
sal 
for 


wi 


ect 
agi 
for 
ash 


un 








of the economists predicted that food 
prices would have a restraining in- 
fluence, tending to partially offset 
rises in other prices. 

The pattern of individual forecasts 
was similar to that for GNP. A steady 
upward movement in the consumer 
price index was indicated by 84 per 
cent of the economists. Another 8 
per cent forecast an increase in the 
first half, followed by a leveling or 
a decline in the second half, and 3 
per cent took an opposite point of 
view, seeing a level first half and a 
rise in the second half. The remain- 
der were scattered among various 
other patterns. 

3. Wholesale Prices. The fore- 
casts of the economists for the whole- 
sale price index are similar to those 
for consumer prices, although they 
do not believe the upward movement 
will be quite as strong. In July of 
last year the index stood at 119.2, 
and the median forecast of the econo- 
mists is that it will rise to 121.0 by 
the end of 1959. The middle 50 
per cent range goes from 120.0 to 
122.0 for December, but once again 
the total range extends much farther 
upward than downward: Twenty 
three of the economists set the final 
figure at 124 or higher, while only 
ten put it below 119. Again, several 
of the economists indicated their be- 
lief that food prices would be level 
or down, with other wholesale prices 
increasing. 

4. Average Hourly Wages. The 
economists were in almost complete 
agreement here. They were not asked 
for numerical forecasts, but were 
asked whether they thought 1959’s 
wage trend would be up, down, or 
unchanged in durable and nondurable 
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manufacturing and building construc- 
tion. In durable goods manufactur- 
ing, no economist thought wages 
would go down, only three thought 
they would be substantially un- 
changed, and all the rest said “up.” 
On wage rates in nondurable manu- 
facturing, no economist thought they 
would go down, 21 thought they 
would be unchanged, and the rest 
saw an «yuend. Opinions of build- 
ing wage -rends were surprising only 
in that two economists actually in- 
dicated a downtrend; 18 saw no 
change, and the remainder forecast 
an uptrend. 

5. Industrial Production. The 
economists expect industrial produc- 
tion to rise somewhat faster than 
gross national product in 1959. In 
view of the fact that the index of in- 
dustrial production is based on physi- 
cal volume, while GNP is in current 
dollars, this forecast may at first 
glance seem inconsistent with the 
strong expectation of continued in- 
flation. The inconsistency is only 
apparent, however; since industrial 
production fell much more sharply 
than GNP in the recent recession, 
it is not unreasonable to expect it to 
recover more rapidly. 

The index of industrial production 
stood at 134 in July, 1958. The 
median forecast of the economists 
is that it will rise steadily to 147 by 
the end of 1959. That would be an 
increase of 5 per cent during 1959. 
However, predictions for December, 
1959, varied widely, and the middle 
50 per cent range extends from 141 
to 150. The largest number of econo- 
mists, incidentally, picked 150 for 
the end of 1959; 25 of them made 
this the modal figure. 


45 








The pattern of the forecasts is 
quite similar to that for GNP, al- 
though not quite so strongly upward. 
Some 82 per cent saw the index of 
industrial production rising steadily. 
Another 13 per cent predicted a rise 
in the first half of 1959, followed 
by a leveling off (6 per cent) or a 
decline (7 per cent). Only 3 per 
cent indicated a steady downward 
movement, and the remainder were 
scattered among other patterns. 

6. Expenditures for New: Plant 
and Equipment. The median fore- 
cast of the economists is that plant 
and equipment spending in 1959 
will total $33 billion, an increase of 
6 per cent over the latest (at the 
time of the survey) official forecast 
of $31 billion for 1958. The middle 
50 per cent range of the estimates 
ran from $32 billion to $34 billion, 
with a clear preference for $33 
billion (47 replies gave this figure). 

7. Total New Construction. On 
the average, the economists look for 
a modest increase in expenditures 
for new construction. In the first 
half of 1958, construction spending 
was reported at an annual rate of 
$48.3 billion. For the first half of 
1959 the median estimate is $50.0 
billion, and for the second half it is 
$50.5 billion. The middle 50 per 
cent range goes from $49.3 to $52.0 
billion. Here again, the total range 
emphasizes high, rather than low, 
figures, with 28 of the economists 
putting the second half of 1959 at 
$53 billion or higher, while only 11 
picked $48 billion or lower. 





8. New Housing Starts. The 
economists were not particularly op- 
timistic about the number of private- 
ly financed nonfarm housing starts 
for 1959. The median estimate for 
the first half of 1959 is 1,100,000 
on an annual rate basis, with the 
second half at 1,075,000. The mid- 
dle 50 per cent range for the second 
half of 1959 runs from 1,000,000 
to 1,150,000. 

The pattern of the individual fore- 
casts is radically different from those 
for the major economic series. Only 
33 per cent predicted a steady in- 
crease in housing starts, and 22 per 
cent foresaw a steady decline. The 
remainder were divided fairly evenly 
among seven other patterns. Nine per 
cent thought that the first half of 
1959 would be down, with the 
second half up, and 7 per cent 
thought the pattern would be exactly 
the opposite. 

Several of the economists noted 
that lower housing starts were not 
inconsistent with rising business, in 
view of the possible effects of tight 
money. 

9. Personal Consumption  Ex- 
penditures. In the first half of 1958, 
personal consumption expenditures 
ran at the annual rate of $287.2 
billion. The median estimate of the 
economists is that the 1959 figure 
will be $300 billion. The modal 
figure for 1959 is also $300 million, 
with 36 of the economists choosing 
this total. The middle 50 per cent 
range runs from $294 billion to $305 
billion. @ 





KNOWLEDGE AND TIMBER should not be used much until they are 
seasoned. 





—Oliver Wendell Holmes 
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The Switch to Centralized Marketing 


Condensed from Business Week 


7 uan's the best way for a com- 
pany to reach the market for its 
products today? A survey by Business 
Week shows two main trends in the 
way sales executives are answering 
that question: 

1. Many companies are central- 
izing marketing strategy and planning, 
if not sales themselves, too. 

2. Others, instead of organizing 
sales by products, are fitting the sales 
organization to the market. For in- 
stance, last year Socony Mobil Oil 
Co. set up two separate marketing 
groups—one for resellers (dealers 
and distributors) and one for com- 
mercial accounts. Both handle all of 
Socony’s products. 

Partly, the changes are the result 
of the recession and the need to cut 
costs. In a larger sense, though, the 
recession was just an excuse to re- 
model sprawling sales organizations 
that were often sadly lacking in co- 
ordination. 

In marketing, centralization for 
years has had a disagreeable conno- 
tation. Industry’s fondness for diversi- 
fication—in markets as well as in 
products—apparently created a need 
tor decentralization, at least as long 
as business was good and getting 
better. Carried to the ultimate, this 
meant that every product that could 
conceivably support one had its own 
marketing and selling force, beholden 


only to the product’s general man- 
ager. 

Now companies are apparently 
able to see some of the inefficien- 
cies in such a setup. Just recently, 
for example, Bowser, Inc., a highly 
diversified multiproduct company, 
announced it was organizing an in- 
tegrated marketing division, headed 
by an executive with the title of 
president. This step will consolidate 
the sales and service of three of 
Bowser’s ten manufacturing  divi- 
sions in Ft. Wayne, Ind. They make: 
C1) blending and metering equip- 
ment for industrial liquids, fuels, 
and lubricants; (2) gasoline pumps; 
and (3) swimming pool filtration 
systems. “The present consolidation,” 
says the company, “is the first phase 
of a program contemplating the 
eventual integration of other sub- 
sidiaries into one over-all marketing 
organization.” 

In Houston, Johnson Testers, a 
subsidiary of Schlumberger, Ltd., has 
decided on a centralized marketing 
division to sell the hard goods it’s 
adding to its line. The division’s 
chief officer will be a general man- 
ager, on a par with manufacturing 
and engineering brass. Field sales- 
men and regional managers will re- 
port directly up the marketing “tree 
system” to headquarters. “The cen- 
tralized system is the cheapest we 
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could adopt,” says company executive 
C. G. Riker. “It gives us the flexi- 
bility to grow solidly as slow or fast 
as we want.” 

An East Coast producer of diversi- 
fied chemicals has also decided to 
centralize marketing in a big way. 
In this company, marketing head- 
quarters keeps tight control on sales- 
men in the field. The reason, as a 
vice president explains it: “If we're 
going to devote all this time and effort 
to studying what and where the mar- 
ket is, then we have to let the market- 
ing people make the decisions on how 
the selling force is to operate.” He 
admits one drawback. Salesmen previ- 
ously pretty much at liberty to sell as 
they saw fit are now taking orders 
from the home office. “These people 
haven't got used to it,” says the vice 
president. When they do, he thinks 
the new system will outperform the 
old. 

Some companies have found cen- 
tralization necessary as the result of 
mergers. They can tolerate for only 
so long the separate selling activities 
of acquired subsidiaries or divisions. 
An example is the large Milwaukee 
maker of construction machinery that 
acquired a couple of Ohio companies. 
The acquisitions gave it a full line of 
equipment, but, says the company, 
“we found ourselves somewhat decen- 
tralized while attempting to sell the 
common product, construction equip- 
ment.” So sales managers of the two 
acquired companies are being brought 
to Milwaukee as part of the central 
staff. This will unify the company’s 
marketing and save money on adver- 
tising and promotion. 

Another way to centralize—and 
hence give more control to head- 
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quarters—is to change distribution 
channels. Barrett-Cravens, a heavy- 
equipment manufacturer in Chicago, 
is switching from manufacturers’ 
representatives to franchised distribu- 
tors in order to tighten company 
control. Competition—especially in 
customers’ demands for  service— 
made the move necessary. 

In consumer goods, a leading ap- 
pliance maker has decided to drop 
all independent distributors and _re- 
place them gradually with factory 
branches. Explains the sales manager: 
“We think from experience that we 
can operate our branches as eco- 
nomically as a distributor and can 
get the full attention to our products 
we want.” 

A good many companies are 
organizing their marketing in ac- 
cordance with their markets, not their 
product lines. Right now, this is 
particularly true in major appliances. 
General Electric’s Louisville operation 
established an over-all marketing 
group to handle all its products, for 
example. Hotpoint, a GE division, 
last year returned to its original con- 
cept of selling the all-electric kitchen, 
rather than single appliances. Hot- 
point says: “Motivational research 
has shown that women are first at- 
tracted to the kitchen and second to 
the appliances.” Norge, a division of 
Borg-Warner, tried specialist salesmen 
a couple of years ago, but has since 
returned to multiproduct men. The 
specialist scheme gives “tremendous 
impact when more than one salesman 
calls on a distributor,’ Norge says, 
but it had to “go by the board when 
the recession came along.” 

Chicago’s Bell & Howell and A. B. 
Dick are both experimenting in an 
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effort to decide between full-line and 
specialized salesmen. Dick has 85 
per cent of its salesmen on the whole 
line, but there are a few specialists— 
mainly to sell complicated duplicating 
machines to banks and manufacturers. 
Chances are the specialists will be 
used in big cities, full-line men in 
smaller markets. Bell & Howell is 
testing specialists in some areas to 
see if additional sales (of its audio- 
visual equipment, for example) will 
balance the added cost. 

There are still exceptions—com- 
panies holding strongly that product 
knowledge is the only important 
factor. That’s the opinion of Pfaud- 
ler-Permutit, Inc. (Rochester, N.Y.), 
maker of glass-lined pressure tanks, 
filters, and water treatment equip- 
ment. It abandoned assigning sales- 
men to markets or industries and now 
concentrates on high-grade engineers 
who can sell to any industry. One 


proach, though, is an advisory board 
consisting of the chief engineers of 
12 important customers. Started two 
years ago, it meets to prejudge all 
new products. 

A Cleveland maker of electronic 
parts agrees: “Stuff a man’s satchel 
with too many products and you sim- 
ply end up confusing him. This re- 
sult is much worse than the possible 
appearance of corporate disorganiza- 
tion you might get if different men 
selling different products made by one 
company call on the same purchasing 
agent in one day.” 

Whether it’s done formally or not, 
the strategy in today’s market is more 
and more to emphasize how to reach 
a market, rather than how to sell 
a product. This is the case from 
U.S. Steel Corp.’s new drive for 
coordination to the decision by Rose 
Marie Reid, West Coast swim suit 
maker, to set up a sales group aimed 





major concession to the market ap- at the teen-age market. ¢ 


1040 and All That 


LONG HARRIED by shortages of scientists and engineers, businessmen will 
be interested to learn that the U.S. economy has produced what could be 
the most painful shortage of all: the demand for representatives to help 
taxpayers argue disputed tax returns with the Internal Revenue Service 
exceeds the supply. 

Since 1946, the number of specialists in preparing tax returns—for 
the most part lawyers and accountants—who hold “Treasury cards” has 
risen by 4 per cent to 81,000. But the Treasury anticipates that 61 
million people will file 1958 returns—10 million more than in 1946. 
To increase the number of card-holding representatives, the Treasury is 
planning to ease the requirements for eligibility. In addition, it will no 
longer require a challenged taxpayer whose form has been made out— 
as so many are—by a notary public, itinerant bookkeeper, drugstore clerk, 
or some other non-card-holding expert, to appear personally before the 
board: he may now be represented by the person who made out the 
return. 

—Fortune 12/58 
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Management’s New 
DECISION- 
MAKING 
TOOLS 


By Sidney Schoeffler 
Condensed from Challenge 


New decision-making technology is 
rapidly becoming part of the modern 
executive’s professional equipment. 
Although they are not yet fully de- 
veloped or coordinated, the revolu- 
tionary decision-making tools available 
to today’s managers form an impres- 
sive array. Some of the most impor- 
tant are: 

1. Probability theory: the rational 
calculation of odds on the outcome 
of a contemplated course of action. 
Probability theory can predict the 
likelihood of certain events and pro- 
vide an estimate of the gains or losses 
that will result from given alterna- 
tives. 

2. Game theory: the rational 
formulation of a strategy of action 
against the competition of an in- 
formed “opponent.” A firm might, 
for example, be trying to fix the best 
competitive price for a product it 
sells. Game theory can be used to 
develop a course of action that will 
be effective even when the competi- 
tor can be assumed to have discovered 
the firm’s strategy in advance and to 


take the strongest possible countering 
action. 

3. Search theory: the rational al- 
location and deployment of limited 
means in searching for objects of un- 
known location. This is an important 
technique in hunting for oil and ore 
deposits. 

4. Programing: integrating simul- 
taneous and sequential operations of 
a large number of facilities with 
limited capacities, the objective being 
to attain the over-all goal with the 
greatest possible efficiency. For ex- 
ample, a plant might program the 
production of a minor machine part 
five days after the beginning of pro- 
duction of a major item, so_ that 
storage space would not be wasted on 
it before it was needed and yet it 
would be ready when required. 

5. Information theory: the effi- 
cient and error-free collection, trans- 
mission, processing, and distribution 
of information. With the informa- 
tion theory approach, the library be- 
comes an active agent instead of a 
passive repository of buried facts. 
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6. Sampling theory: the use of 
carefully chosen samples instead of 
time-consuming full-count censuses 
of population, television audiences, 
products being inspected for quality, 
and so on. In addition to reducing 
the sheer labor of a complete census, 
sampling theory makes it possible to 
follow trends that change too fast to 
be measured by full-count methods. 

7. Queuing theory: using prob- 
abilities to determine how many 
people will stand in line, for ex- 
ample, at a given number of super- 
market check-out counters or bank 
windows. 

8. Simulation techniques: analy- 
sis of situations through the mani- 
pulation of “models” of the situations. 
These models include physical de- 
vices like wind tunnels and _ pilot 
plants, and games in which people 
as well as instruments are placed in 
“realistic” situations. This technique 
permits the inexpensive and quick 
simulation of massive events occur- 
ring over extended periods of time. 


Electronic computers can be pro- 
gramed to carry out operations 
analagous to major changes in a 


specific situation. 

How is management using these 
new decision-making tools? Here are 
some of the principal areas in which 
they're being applied: 

Production scheduling in the fac- 
tory: loading of various facilities and 
sequencing of operations, so that the 
desired production level is attained 
efficiently. 

Inventory planning: decisions on 
what commodities to stock, quanti- 
ties, location, and reorder levels. 

Distribution of sales effort: alloca- 
tion of salesmen, advertising, and 
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other marketing elements among the 
different products, customer groups, 


‘and markets. 


Distribution of research and de- 
velopment outlays: allocation of 
given resources to the best prospects 
among a large number of possible 
research projects. 

Determination of product focus: 
related decisions on what products 
to undertake, the number and type 
of each, and the frequency of model 
changes. 

Data-handling: efficient and timely 
observation of sales, costs, and other 
economic factors; the effective and 
timely analysis of these observatiuns; 
and frequently, the automatic is- 
suance of appropriate orders. 

Inevitably, the transition from old 
habits of thought to the new tech- 
niques of decision-making is meeting 
with resistance. Many people feel 
that decision-making is a_ personal 
human activity that cannot be im- 
proved through technology the way 
one improves the performance of an 
automobile or a laundry soap. People 
are accustomed to innovations in 
gadgets, but not in ways of thinking 
or behaving. 

Difficulties remain even if the 
legitimacy and potential effectiveness 
of the new methods are recognized. 
Anxieties may be aroused by the 
threat, imagined or not, of replace- 
ment by the “new men” or, even 
worse, by a piece of machinery. 
These anxieties, often joined with a 
primitive fear of the unknown or a 
reluctance to disturb a comfortable 
status quo, may lead to active re- 
sentment of the new methods and 
the people who introduce them. 

The innovators themselves some- 
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times increase this resentment by 
patronizing the uninitiated, being in- 
sensitive to the human difficulties 
involved, and failing to keep a sense 
of proportion. Some of the applica- 
tions of decision-making _ theory, 
moreover, have been failures. The 
early development of any innovation, 
like the automobile or the airplane, 
has been full of repeated failures. 
Many new procedures in decision- 


reach the point where objectives and 
basic values are chosen in a mechan- 
ical, impersonal way. Such choices 
must always remain a matter of 
human volition and aspiration. It is 
only the “instrumental” decisions— 
those concerned with means and 
methods rather than with ends—that 
are subject to technological improve- 
ments. The ultimate judgment must 
be made by the leader or executive 


















making were at first demonstrably of superior capacity, or by some kind if 
inferior to the older processes they | of democratic process. tal 
were designed to replace. The high Nevertheless, many decisions that sd 
initial cost of the new methods and govern day-to-day activities can be - 
the long installation period also tend delegated to the new methodology, a 
to retard their acceptance. and the great human decisions can : 
However, the trend is clearly in be based on more accurate informa- ts 
the direction of change, mainly be- _ tion than could be provided before. 8a 
cause the new methods, when com- Business management will become fic 
petently used in the proper context, more professionalized than it is today. th 
do work and usually result in con- The economic system will operate th 
siderable improvement over past per- less through trial and error and more 7 
formance. And there is a compelling through a foresighted adjustment of hi 
economic incentive: the firm failing supply to demand. Fewer resources - 
to use the new techniques may place will be invested in things that the bs 
itself at a competitive disadvantage market will reject. Thus, the utiliza- fi 
and risk eventual failure. tion of economic resources will be- - 
Obviously, the development of new come far more efficient than it is = 
decision-making techniques can never today. e 2 
ye 
Yi 
THE MAN WHO OWNS AND OPERATES his business today has only four h 

chances in ten of earning more than the man who elects to be a hired 
manager. In 1956, 51 per cent of self-employed businessmen earned re 
$7,500 or more, while only 44 per cent of managerial people earned that st 
much. But by 1957, the situation was exactly reversed: only 44 per cent 1 
of the self-employed earned $7,500 and 51 per cent of the managers made g 

that much. 

Among those earning $10,000 and over, the self-employed still have a F 

slight edge (27 per cent as against 25 per cent), but hired managers seem 
to be gaining here, too. As recently as 1956, some 33 per cent of self- " 

employed businessmen earned $10,000 or more, while only 23 per cent 
of managerial personnel received that much. " 
—Sales Management 11/7/58 ¥ 
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COLLECTIVE BARGAINING: 
Labor Gets Set for a Big Year 


By Roscoe Born 


Condensed from The Wall Street Journal 


= UNIONS, which found staple 
if not fancy fare at bargaining 
tables last year, are whetting their 
appetites for a  full-course meal 
in 1959—if economic recovery con- 
tinues. 

With some exceptions, union nego- 
tiators generally whittled out better 
gains in 1958 than many labor rela- 
tions experts had predicted. Even in 
the depths of the recession, during 
the first six months of the year, only 
7 per cent of the bargaining workers 
had to accept new contracts that 
provided no wage increase, compared 
with 12 per cent in the prosperous 
first half of 1957. The heaviest con- 
centration of hourly pay raises dur- 
ing both years has been in the 
vicinity of ten cents, although there 
were more raises under five cents last 
year than in 1957. A few 1958 
raises were as high as 20 cents an 
hour. 

“We've done pretty well for a 
recession year,” sums up one union 
strategist. “If there’s an upturn in 
1959 you can expect the unions to 
get more.” 

This view is shared by Joseph F. 
Finnegan, the government's top 
mediator. 

“Tf it’s a good year,” says Finnegan, 
“unions will get tougher. And if 
you're a businessman, you don’t want 


a strike to interfere when business is 
good.” 

That would seem to indicate that 
Finnegan expects 1959 to be another 
year of labor peace, similar to the 
unusually placid 1958. But he hur- 
riedly adds this hedge: “Steel is the 
one to watch—and it could be a 
toughie.” 

The powerful Steelworkers’ three- 
year contracts with basic steel makers 
expire next summer. Dave McDonald, 
the union’s president, has bluntly 
warned he'll strike if necessary to 
force a generous new contract. Steel 
industry spokesmen have been just 
as blunt in voicing their resistance. 
“All the signs,” says McDonald, 
“point to a very tough go.” 

A long shutdown in so vital an 
industry could hit the economy with 
enough force to delay recovery, thus 
dimming other unions’ hopes for easy 
pickings. And if a stubborn steel 
industry forces McDonald to accept 
only token gains, his failure would 
hurt other union negotiators through- 
out the country. Conversely, a fat 
new contract in steel could spur wage 
gains in other industries. 

While steel will claim the biggest 
headlines, bargaining sessions else- 
where in 1959 will involve important 
sectors of the economy. The United 
Rubber Workers will talk over all 
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biggest tire makers; the union won 
an eight-cent wage increase last year 
in talks limited to pay alone. The 
United Packinghouse Workers, along 
with the Amalgamated Meatcutters, 
will be bargaining with nearly all of 
the nation’s large meat products firms. 
The biggest negotiations of all, in 
terms of workers affected, will come 
when the railroad brotherhoods, 
representing more than a_ million 
operating and non-operating workers, 
go after pay increases from 110 
major railroads. 

What will the unions ask for this 
year? It’s too early to say speci- 
fically, but in advance of the formal 
meetings that will spell out 1959 
demands, some union strategists al- 
ready are speculating that labor may 
make its big push for the shorter 
work week. 

Walter Reuther’s highly advertised 
drive for a shorter week fell victim 
to the recession last year. Though 
such a push in 1959 might seem 
illogical amid recovery from reces- 
sion, some union men are finding 
that even though certain basic in- 
dustries are expanding, they are not 
building up their work forces ac- 
cordingly, or are even cutting back. 
Automation or more efficient operat- 
ing methods may mean that some of 
those without work may not get back 
their old jobs. This prospect may 
prod union leaders to demand work- 
spreading contracts even after the 
pinch of the recession is over. 

“The big issues are severance pay, 
more leisure time, and higher wages,” 
one labor economist says. “1959 may 
be the year in which fairly large 
groups of unions insist on cutting 
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sorts of contract provisions with the 


back significantly in hours worked.” 

How will unions try to trim work- 
ing time? They may want to shave a 
half-hour off each day as a starter, 
or ease into a short week by working 
a four-day week only in_ slack 
periods—with no cuts in take-home 
pay. A sharp increase in vacations 
could be another, if more indirect, 
method. 

McDonald’s Steelworkers, already 
on record in favor of an unspecified 
working-time cut in the new contract, 
are toying with the idea of demand- 
ing a “sabbatical leave.” One plan 
under consideration would leave the 
present vacation schedule intact, but 
would give employees an additional 
three-month paid vacation every five 
years. 

The Packinghouse Workers, now 
on a 40-hour week, have officially 
declared for 35 hours. At a recent 
convention in Miami Beach, the 
United Rubber Workers called for a 
30-hour week throughout the rubber 
industry, with hourly wage increases 
sufficient to maintain weekly earn- 
ings at present levels; the union has 
had a 36-hour week (six days, six 
hours a day) for years in Akron, the 
rubber capital. 

The trend toward longer vacations 
has received a strong push from a 
collective bargaining report recently 
issued by the AFL-CIO to supply 
member unions with bargaining am- 
munition. The report says: “Unions 
are negotiating steadily improved 
paid vacation practices—and will 
continue to seek more vacation time 
in the future Paid vacations 
of two weeks a year are gradually 
being made the minimum.” More 
than 80 per cent of all labor con- 
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tracts now provide for three-week 
vacations, usually for 15 years’ 
service, but “this is rapidly being 
reduced to fewer years,” the report 
adds. 

This year may see added emphasis 
on all sorts of fringe benefits. The 
rubber union, which already boasts 
extraliberal fringes, will demand im- 
provements in 1959. Though the 
union has employer-paid surgical in- 


wants payment of the full surgeon’s 
fee, no matter how high it goes. It 
also wants to improve. its hospitaliza- 
tion insurance, which now pays for 
120 days of semiprivate hospital 
care. In addition, the union wants 
more generous pensions, bigger pay- 
ments for doctors’ visits to hospital- 
ized members, increases in sick and 
accident benefits, and more life in- 
surance, which now averages $4,500 





surance that pays fees up to $250, it per worker. 4 


What Makes a Good Supervisor? Selection 
Standards in 140 Companies 


HOW DO COMPANIES CHOOSE their first-line supervisors? A recent survey 
by the Bureau of National Affairs provides an interesting look at the 
selection criteria used by 140 companies of varying sizes. 

Most companies obtain the majority of their supervisors from the ranks, 
according to the survey. In 90 per cent of the companies, supervisors 
promoted from within make up three fifths or more of the supervisory 
force, and in about 15 per cent all supervisors are promoted from within. 
This policy is more common among larger companies (those with more 
than 1,000 employees) than among smaller ones. 

Asked whether job knowledge or ability to handle people is the more 
important qualification for supervisory work, one seventh of the respond- 
ing companies favored job knowledge, while the rest said they would give 
preference to a candidate skilled in dealing with people. Of this latter 
group, however, almost three quarters qualified their answer with the 
comment that job knowledge is more important for some of their super- 
visory positions. 

None of the companies surveyed insists that all of its supervisors have 
college degrees. One quarter of the respondents consider a college back- 
ground desirable, but don’t require it of candidates; the remaining com- 
panies are equally divided between those who require a degree for some 
supervisory jobs but not for others, and those who neither require a degree 
nor consider it especially important. Some two fifths of the companies 
require a high school diploma for supervisory jobs. 

How do companies rate other factors in selecting their supervisors? 
Almost all the companies (90 per cent) give a rating of maximum im- 
portance to leadership; 70 per cent give that rating to emotional stability; 
and 60 per cent give it to loyalty to the company. Companies rate as less 
important such factors as the candidate’s behavior and reputation outside 
the plant, his social adjustment, and his physical condition. Given least 
importance are the candidate’s personal appearance and age. 


—Personnel Policies Forum 9/58 
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What's in a 


JOB 
TITLE ? 














MAIL ORDER PROFIT 
AND SALES ANALYST 
AND FACTORY ORDER 
MERCHANDISER 















By Clifford C. Cleavelin 


Condensed from American Business 


Yoo can’t tell a book by its cover, 
but you should be able to tell a job 
by its title. The trouble is, not 
enough attention has been given to 
job titling, with the result that a 
disturbingly large number of titles 
are vague, misleading, or overlong. 

Developing appropriate job titles is 
a vital step in establishing a clear-cut 
organization structure. Here are 
some guides to establishing titles that 
really fulfill their function: 

1. Be brief. A job title should 
seldom contain more than _ three 
words. It is not always easy to stick 
within this limit, of course, particu- 
larly when there is a large number 
of jobs involved. But with careful 
planning and analysis of both the 
job and its place in the organization 
structure it is quite possible to work 
out short yet descriptive titles. 

2. Be consistent. A uniform 
order of wording should be used 
throughout the company. Use either 
“Legal Secretary” or “Secretary, 


Legal,” but be consistent about the 
form you choose. 

3. Stick to common usage. A job 
title should easily be understood. One 
grocery chain picked the title “Off- 
bearer” for the employees whose job 
it was to bag and carry groceries for 
customers. Because the expression 
was an odd one, it was ridiculed by 
both customers and employees. It 
was eventually changed to “Take- 
away Boy,” which more aptly de- 
scribed the job. 

4. Don’t be too inclusive. In an 
effort to be descriptive, some com- 
panies go too far and come up with 
titles like “Mail-Order Profit and 
Sales Analyst and _ Factory-Order 
Merchandiser.” Unwieldy titles like 
this are simply not practical. 

5. Don’t be cryptic. Conversely, 
it’s easy to make the title so short 
that it is meaningless. A title must 
be specific enough to differentiate one 
job from another. The title “Picker” 
means nothing without recourse to 
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the job description, while “Order 
Filler” gives a good idea of what 
the job entails. For ominous am- 
biguity, the title “Head Cutter” is 
hard to top; “Head Carpet Cutter” 
would be a bit more practical. Such 
titles as “Coordinator,” “Aide,” “Ex- 
pediter,” and “Staff Member” are too 
nebulous to identify a job satisfac- 
torily. 

6. Make the job sound attractive. 
A job title should not only be ac- 
curate and descriptive, but should 
convey as much prestige as is realis- 
tic. However, overselling a job with 
too imposing a title should be 
avoided. 

For the company that wants to 
improve its selection and coordina- 
tion of job titles, a dictionary of job 
titles can be a useful tool. Beside 
providing management with a ready 
reference to all established jobs and 
job titles, it facilitates the selection 
of new titles and helps prevent the 
use of identical titles for jobs with 
different duties. 

To be effective, a dictionary of 
job titles should include: 

1. A listing of all established jobs 
in the company, grouped in alpha- 
betical order under the appropriate 
major classifications: administrative, 
clerical, technical, and so on. 

2. A code number for each speci- 
fic job, to designate the job family, 
organization level, salary grade, and 
other pertinent information. 


3. A brief summary of each job’s 
main functions. 

4. General definitions of terms 

commonly used in referring to jobs— 
e.g., “administrative,” “clerical.” 
5. Definitions of common terms 
used in titles, such as analyst, clerk, 
foreman, manager, superintendent, 
and supervisor. 

6. An index listing all jobs in the 
company alphabetically. 

Whenever a new job title is being 
considered, a careful review of the 
dictionary will reveal whether the 
same or a similar title already exists. 
If the proposed title is not listed, all 
related titles should be studied to 
make sure that the new title will be 
consistent with the others of a similar 
nature. 

Serious job title confusion can be 
caused by the fact that a job title may 
mean one set of duties in one com- 
pany and an entirely different set in 
another. Or a specific job may be 
known by a variety of titles. This 
makes it difficult to relate earnings 
to job titles. For example, a division 
manager in one company may ac- 
tually be doing the work of a buyer 
in another. In many cases, a job 
title applies to the highest level of 
work the employee performs, even 
though he may spend only a small 
portion of time on this activity. 
Standardization of job titles within 
each major indusiry would eliminate 
a great deal of the confusion. + 





HAVE NO FEAR of change as such and, on the other hand, no liking for 


it merely for its own sake. 


JANUARY, 1959 


—Robert Moses 
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Today’s Stockholder: Changing 


Goals and Attitudes 


By John Clendenin 


Condensed from California Management Review 


As STOCKHOLDERS grow in both 
numbers and sophistication, it is in- 
creasingly vital for corporate manage- 
ment to learn the nature of their 
preferences and objectives. Such 
knowledge will enable companies to 
adopt policies that will please the 
stockholder while promoting long- 
term company welfare. 

Recently, some interesting trends 
in stockholder attitudes were revealed 
by a survey of 891 individual stock- 
holders made under the auspices of 
the Bureau of Business and Economic 
Research of the University of Cali- 
fornia and the Los Angeles Division 
of Pacific Coast Stock Exchange. 
The survey questionnaires went to 
large and small stockholders holding 
stocks in large and medium-size cor- 
porations. 

Comparison of this survey with a 
similar one made in 1951 indicates 
some significant changes in stock- 
holder attitudes. In 1951,  stock- 
holders expressed strong preferences 
for conservative stocks, cash divi- 
dends, and safety. In 1958, after 
seven years of prosperity and stock 
market boom, a majority of survey 
respondents show a willingness to 
own speculative as well as conserva- 
tive stocks, put less emphasis on cash 
dividends, and have an interest in 
market profits almost as great as 
that in income and safety. 


The most popular prices for stock 
shares lie between $20 and $50, 
according to the 1958 survey. Most 
stockholders would probably stretch 
this range in specific cases without 
much hesitation, and some 20 to 30 
per cent of the respondents indicated 
that they have no price limitations. 
However, it seems clear that prices 
within the $20 to $50 range con- 
form to the tastes of nearly all in- 
dividual investors, while those above 
and below these figures discourage a 
portion of the total potential market. 
Small stockholders prefer slightly 
lower priced stocks: from $10 to $35. 

In 1951, when the market aver- 
ages stood at approximately half their 
present level, the stockholders indi- 
cated a preference for about the same 
price ranges, but put slightly more 
emphasis on prices below $50 per 
share. The great rise in stock market 
price levels since 1951 evidently has 
not resulted in an appetite for higher- 
priced shares. Rather, it has gen- 
erated a demand for stock splits, which 
have held the per share prices down. 

These stockholder preferences do 
not mean that a well-established stock 
selling at $90 per share is necessarily 
selling in a weak market. It is per- 
fectly clear that many stockholders 
do consider $90 stocks; and if such 
stocks are not too numerous, their 
market may be good. 


California Management Review (Fall, 1958), © 1958 by the Regents of the 
University of California. 


58 


THE MANAGEMENT REVIEW 





ana oO 


-fA wees CO] 


ae a ll 








On the ever-interesting subject of 
dividend payout policy, approximately 
58 per cent of the replying stock- 
holders voted for a middle-of-the-road 
division of the earnings between divi- 
dends and reinvestment in the com- 
pany. Many marginal notes on the 
questionnaires made clear, however, 
that retained earnings had to be kept 
back for a _ useful purpose—idle 
hoarding was not favored. Very few 
stockholders asked for a maximum 
dividend payout. A startling 28 per 
cent of the replying stockholders, in- 
cluding 29 per cent of the small 
stockholders, advocated limiting divi- 
dends to a small percentage of the 
profits and using the balance for 
business expansion or debt reduction. 
As compared with the preferences 
expressed in 1951, the votes for a 
“normal” payout policy have declined 
from 70 per cent to 58 per cent of 
the total, and those for a low payout 
policy have increased from 16 per 
cent to 28 per cent. This substantial 
trend is apparently due to a height- 
ened interest in company expansion 
and stock value growth, as well as to 
greater concern with income taxes. 

However, stocks paying out a high 
percentage of earnings in dividends 
are still in great demand. Stock- 
holders who advocate low payouts 
evidently do not discriminate against 
high ones. 

When asked to pass judgment upon 
the use of small annual dividends of 
stock as a means of conserving cash 
for business expansion, 19 per cent 
of the stockholders advocated a 
normal cash dividend with no stock, 
44 per cent favored a cash-plus- 
stock procedure, and 19 per cent 
preferred all stock. The responses of 
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very small stockholders were almost 
evenly divided among these three 
options. 

Despite these figures, it is doubt- 
ful that many individual stockholders 
would approve if a large number of 
important corporations reduced their 
cash payments and substituted small 
stock dividends. But when only a 
few of the firms whose stock they 
hold do this, the policy is popular 
with many stockholders. However, 
one reservation must be noted: a 
cash-plus-stock dividend policy would 
definitely alienate some stockholders, 
and its inauguration might for a time 
drive away more than it attracted. 

On the matter of dividend regu- 
larity, stockholders were asked to 
choose among three systems: regular 
quarterly payments; . modest regular 
payments, plus extras as warranted; 
and irregular payments as warranted. 
The system of regular-plus-extra pay- 
ments showed surprising popularity; 
it was the first choice of 44 per cent 
of the stockholders in both 1951 and 
1958. A policy of regular payments 
attracted 44 per cent in 1951 and 
37 per cent in 1958; irregular pay- 
ments seemed best to 10 per cent in 
1951 and 15 per cent in 1958. The 
prevailing tendency to cooperate with 
company financial operations is evi- 
dent in the acceptance of a regular- 
plus-extra dividend system. 

- Rights io subscribe to new stock 
at prices below the market were 
overwhelmingly approved by all classes 
of individual stockholders. Small 
stockholders, whose tendency to allow 
rights to expire unused has worried 
many managers, are more emphatic 
in their approval than other classes. 
And comparison with the 1951 survey 
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indicates that rights are even more 
popular now than seven years ago. 

Insofar as income and safety versus 
market appreciation are concerned, 
38 per cent of the 1958 replies ad- 
vanced income and safety as _ the 
primary objective, 30 per cent gave 
equal weight to income and safety 
and to market appreciation, and 32 
per cent picked market appreciation 
as the primary goal. In 1951, the 
choices were 59 per cent for income 
and safety, 31 per cent for equal 
weight, and 10 per cent for market 
appreciation. The very great decline 
in emphasis on income and safety 
and the corresponding increase in 
desire for market gain is an ill omen 
for those interested in conservative 
and stable markets. However, some 
of the change is probably motivated 
by a desire to offset expected price- 
level inflation, and thus may not 
indicate an excessive disposition to 
speculate. 

But stockholders in 1958 seem 
far more willing to own “speculative” 


stocks than they were in 1951. A 
substantial 54 per cent of those 
replying to the 1958 inquiry indicated 
that they would include speculative 
issues among their stocks, while only 
36 per cent acknowledged such an 
intent in 1951. In both years small 
stockholders announced more con- 
servative policies than did the larger 
holders. 

The principle of diversification 
seems to be well established in most 
stockholders’ minds, judging from the 
new survey. There were relatively 
few cases in which the holders of 
only a few stocks held them in blocks 
of $4,000 and over, and it appears 
that large stockholders have a pro- 
nounced tendency to hold more 
issues as well as larger amounts of 
each issue. For example, the “typical” 
sum invested in each issue by holders 
of 3 to 5 issues appears to be slightly 
more than $1,000, while the typical 
sum invested in each stock by holders 
of more than 15 issues is a little less 
than $4,000. % 


No Credit for Trying 


ALMOST ANYONE will accept a credit card in lieu of cash these days, it 
seems, except perhaps a few unprogressive government agencies, as one 
credit-card convert learned recently. Visiting San Francisco, he found 
himself in jail—and penniless—one night after celebrating a bit too 
vigorously. The bail, he was told, would be exactly $10. With a confident 
flourish, he produced his all-encompassing credit card. The booking officer 
shook his head firmly and thumbed the prisoner back into his cell. 

One phone call later, the prisoner’s wife—who had accompanied him 
on the trip but not the celebrating—appeared with U.S. currency, paid 
the bail, and led him away, a free but disillusioned man. 





—Newsweek 11/10/58 
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Choosing a New 
ADVERTISING 
AGENCY 


By John Orr Young 


Condensed from Dun’s Review and Modern Industry 


Axy COMPANY would be well ad- 
vised to sit back occasionally and 
re-evaluate its advertising and the 
agency that handles it. A company 
takes a look at its inventery peri- 
odically. It appraises its machinery. 
Why not treat its advertising invest- 
ment the same way? 

This is not a suggestion for a 
periodic wholesale shift in agencies 
among the nation’s advertising ac- 
counts. In many cases, after making 
such an appraisal, the advertiser will 
not change agencies at all but will 
straighten out some difficulty with 
his present agency. — 

A periodic re-evaluation is advisable 
even when there seems to be no out- 
ward reason for it. In too many com- 
panies the advertising expenditure is 
allocated each year out of habit, or 
because the competition advertises 
and the company has to follow suit. 
Some companies even feel that it’s 
money spent on something that really 
can’t be checked for results. 

To be valid, a company’s evalua- 
tion of its advertising should be an 
objective study of things as they are. 


If management feels that it can’t take 
a really objective look at itself and 
its organization, perhaps a consult- 
ant can give an unbiased viewpoint. 

The objective look may _ reveal 
that your present agency is the right 
one for you, but that the relationship 
needs some correction. But if it 
turns out, after your preliminary 
study, that you definitely need to 
make an agency change, these steps 
are recommended: 

1. Initiate research to find out 
how the public sizes up your com- 
pany, how you stand with the trade, 
and what people think of your prod- 
ucts. Fortify yourself with as much 
information as you can, especially 
about the relationship of advertising 
to your problems. The more informa- 
tion you can provide agencies about 
your company and its problems, the 
more intelligent will be their presen- 
tations. 

2. Outline on paper: (a) what 
you can reasonably expect your ad- 
vertising to accomplish for you; (b) 
what you can reasonably expect from 
your advertising agency; (c) what 


Dun’s Review and Modern Industry (October, 1958), © 1958 by Dun & Bradstreet 
Publications Corporation. 
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phases of your advertising program 
will be handled by your own adver- 
tising department. 

3. Prepare a “background” state- 
ment based on the foregoing and 
other facts to present to the agencies 
you invite to solicit your account. 

One such statement, prepared for 
an upstate New York firm, ran to 
five typewritten pages. After a brief 
history of the company, it covered 
the following, plus names of adver- 
tising personnel: (1) products, (2) 
markets, (3) distribution, (4) sales, 
(5) advertising—with the specific 
data under each subhead. The second 
half of the statement, headed 
“Presentation,” asked the agencies for 
information about themselves under 
the following subheads: (1) growth 
of agency for the past several years, 
(2) list of accounts, (3) manpower 
available to handle the specific ac- 
count, (4) range of services, (5) 
creativity, (6) planning, (7) media, 
(8) sales promotion, (9) merchan- 
dising, (10) research, (11) pub- 
licity or public relations. Finally, 
since the company is located away 
from any large advertising center, a 
summary of just how it would like 
to work with its agency was added. 

4. Consider your geography. With 
today’s fast travel facilities, dcn’t be 
too concerned about the proximity of 
the advertising agency to your own 
headquarters. The agency should not 
be located too far away, of course, 
but it does not necessarily have to 
be at your hourly beck and call. 
There is something to be said for not 
having client and agency so near 
each other that the client gets only 
touch-and-go service. If the account 
executive has to travel to visit the 
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client, chances are that both his time 
and the client’s time will be ar- 
ranged more systematically and there 
will be fewer interruptions of the job 
at hand. 

5. Consider prospective agencies 
in relation to the size of your ad- 
vertising appropriation. Many of the 
better known agencies will not ac- 
cept accounts below a certain mini- 
mum. Some clients get around this 
by guaranteeing the agency a fee 
that will give it as much as it would 
receive in commissions were the ap- 
propriation up to the minimum. 
Today many agencies perform a wide 
variety of services, and a guaranteed 
payment for research, public relations, 
or other extra services can sometimes 
enable a client to procure the 
services of an agency it is very 
anxious to have. But many com- 
panies with smaller budgets do not 
want too large an agency. They like 
to feel comfortable in their agency 
relations, to know that they are not 
one of the smallest and least im- 
portant of the accounts. And cer- 
tainly the account should be impor- 
tant to the agency. So, in. general, 
the size of the budget will determine 
the size of the agencies you ask to 
solicit your account. 

6. You are now ready to make a 
list of the agencies you want to in- 
vite to make presentations. In mak- 
ing this list, include the names of 
agencies handling advertising that 
you currently admire—the kind that 
makes you say, “That’s the kind of 
advertising I think we should be 
doing.” From available directories 
you can add to your list. You will 
find that some agencies are heavy in 
specialized types of accounts or ac- 
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counts in certain industries, and you 
can eliminate those that have accounts 
competitive with yours. Then list 
the agencies handling accounts that, 
to your personal knowledge, have 
been successful. To these, you may 
wish to add agencies of which 
friends have spoken highly. The 
total list can then be pruned to the 
number you think it advisable to 
listen to. In my experience, the 
number of agencies invited to make 
a presentation has ranged all the way 
from 6 to 26. 

7. Decide who should sit in on 
the presentations. You may want 
some members of your company and 
possibly an outside consultant to do 
the screening and eliminations. After 
the number in the running has nar- 
rowed down to two or three, other 
members of your organization can 
sit in on a final session and perhaps 
visit the offices of the remaining 
agencies. 

8. Arrange for the agency presen- 
tations to be made over a set period 
so that your associates can clear the 
time and be free to devote themselves 
to the presentations without distrac- 
tions. Don’t crowd your schedule of 
presentations. Four a day in a 
pleasant location (a conference room, 
or perhaps a hotel suite in a larger 
center if your plant is out of town) 
is the most you should plan on. Your 
associates should take careful notes 
during each presentation; after listen- 
ing to a half dozen or more, names, 
faces, accounts, and facts can become 
a meaningless blur. 

9. You will soon discover as you 
interview various agencies that the 
questions which seem to elicit the 
information you need will fall into a 
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set pattern. Here are some of the 
basic questions that interested a bank 
when it listened recently to agencies 
soliciting its account: 

What importance would 
count have to the agency? 

How many employees has it? 

How many stockholders? 

Who are the four or five leading 
individuals who will work on your 
account and what are their special- 
ties? 

What accounts has the agency lost 
or gained during the past twelve 
months or the past few years? 

What are the agency’s total bill- 
ings? 

What percentage of the agency’s 
total billings does its largest account 
represent? 

What departments 
does the agency have? 

What research work sales promo- 
tion, marketing services, publicity, 
and public relations work does the 


the ac- 


and facilities 


agency supply with or without a 
charge? 
What branch offices does the 


agency have? 

How old is the agency? 

Has its growth kept pace with the 
growth of advertising during the past 
five years? If not, why not? 

10. After listening to all the 
presentations, let a week, or perhaps 
two, elapse. Then concentrate on the 
finalists. Recheck your notes on 
them. Visit their offices to meet other 
personnel who will work your account. 

Now you are ready for the final 
decision. The wrong choice can mean 
that your company’s advertising will 
produce only mediocre results. The 
right choice can mean an important 
gain in sales and prestige. * 
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Our Changing Work Force 


By Ewan Clague 
Condensed from The Office 


7 wax will the U.S. work force 
look like in 1965? After an intense 
study of population, labor force, so- 
cial, and economic trends, the Bureau 
of Labor Statistics has projected the 


work force six years into the future. 


The broad changes it expects are an 
increased proportion of women in the 
labor force, a decline in the number 
of older male workers, and continued 
growth of all white-collar occupa- 
tions. 

These trends will create a number 
of problems in personnel training and 
recruiting. Most of the additional 
workers in the labor force will be 
women and young persons, who tra- 
ditionally have the highest turnover 
rates. A growing number of workers 
will be available only for part-time 
work, and more attention will have 
to be given to their training and use. 
Shortages of men of prime working 
age will sharpen the need for train- 
ing and utilization of younger work- 
ers. Women must be trained for jobs 
formerly filled by men. 

The trend toward more complex 
jobs requiring greater skill will un- 
doubtedly be accelerated in the years 
ahead. There will be a slower growth 
in blue-collar occupations with a con- 
tinuing rise in their skill level, a 
sharp decline in farm employment, 
and a faster than average growth 
among service workers. 


In 1956, for the first time, white- 
collar workers outnumbered _ blue- 
collar workers. Their growth has 
been remarkable: in 1910, they ac- 
counted for only 22 per cent of the 
labor force, and by 1956 the propor- 
tion was almost 40 per cent. During 
the next six years, they will continue 
to increase faster than the labor force 
as a whole. 

Within the white-collar group, 
clerical and kindred workers grew 
faster between 1910 and 1950 than 
any other occupational group. Al- 
though its rate of growth has slowed 
down in the past decade—perhaps 
partly because of the introduction of 
automatic data processing equipment 
—this group has continued to grow 
faster than the labor force as a whole. 
BLS projections indicate that by 1965 
it will have increased by a fourth over 
its size in 1955. 

Since 1950, the fastest growing 
occupational group has been the pro- 
fessional and technical workers. With- 
in this group, scientists and engineers 
increased at a much faster rate than 
doctors, lawyers, teachers, and min- 
isters. Reinforcing this trend has 
been the rapid increase of technicians 
such as draftsmen, engineering aides, 
and electronics specialists. 

Over-all, the professional and 
technical workers group is expected 
to maintain its high growth rate. 
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BLS projections to 1965 set the in- 
crease at 43 per cent over 1955 fig- 
ures, a growth rate two and one half 
times greater than that predicted for 
the labor force as a whole. 

Growth rates of two other white- 
collar groups—managers, proprietors, 
and officials, and sales workers—have 
not matched the phenomenal rates of 
the clerical and the professional 
workers, but they have been higher 
than the growth rate of the labor 
force as a whole. Sales workers are 
expected to continue increasing some- 
what faster than the whole labor 
force during the next six years. The 
same prediction is made for the man- 
agers, proprietors, and officials; how- 
ever, this group is expected to have 


expected to decline as a proportion 
of the whole labor force, there will 
be divergent trends within the group. 
Employment ‘pf skilled workers has 
increased at {pout the same rate as 
the labor forde during the 1950's, 
after showing a very rapid growth 
during the 1940’s. In the next few 
years, skilled workers should increase 
at a somewhat faster rate than the 
whole work force. 

One of the fastest growing blue- 
collar groups has been the semiskilled 
workers. However, automation may 
reduce their rate of growth somewhat, 
since it makes possible sharp increases 
in production without the propor- 
tionate addition of semiskilled work- 
ers. As a result, the growth rate of 





the smallest rise among the various 
white-collar groups. 
Although the blue-collar group is 


this occupational group will probably 
drop slightly below the’ growth rate 
of the labor force as a whole. * 


Achieving Real Security 


THERE ARE TWO KINDS OF SECURITY—material and emotional. They are 
fundamentally different but they are intertwined and can’t be completely 
separated. To the extent that they can be separated, however, I think 
that anyone who has become as deeply involved in this field as I have 
will agree that emotional security is infinitely more important than ma- 
terial security—emotional security often results in material security, but 
the reverse is seldom the case. 

If you wish to achieve real security you. must do it through yourself 
and your family and friends. Real security means the ability to do a 
job which society, not just one particular employer, will always need done. 
Real security requires a lack of materialism. If a high material standard 
of living is the source of your and your family’s happiness, rather than 
just an adjunct to it, then, of course, you will never be secure. Real 
security means being one of a family or group of friends who will stick 
together if the highly complex organization of our society ever collapses— 
always a possibility, however remote. 


—William Welsford in Cost and Management 9/58 
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U.S. COMPANIES are _ intensifying 
their efforts to prepare older em- 
ployees for retirement. These efforts 
are matching the increasing impor- 
tance of successful adjustment to re- 
tirement as medical science steadily 
increases man’s life span. Today, a 
man may expect to live ten or more 
years after his retirement at 65. How 
fully he lives during these years 
depends to a large extent on how 
well he is prepared for them. 
Simply having a good pension plan 
is not enough, most companies agree. 
A member of the Employee Relations 
Department of Standard Oil Company 
of New Jersey points out: “Standard 
Oil believes its liberal employee pen- 
sion plans will be defeated if the in- 
dividual retiree is going to have an 
unhappy, frustrated old age. There 
is a definite limit to corporate pater- 
nalism. Yet we feel that the company 
should help our people approach re- 
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HELPING WORKERS 
TO PREPARE 
FOR RETIREMENT 


By Maurice F. Ronayne 
Condensed from Office Management 


tirement aware of the adjustment 
problems they may face.” 

How does a company develop a 
preretirement counseling program? 
Swift & Co. went to its own pen- 
sioners for ideas on how it could help 
employees prepare for retirement. 
After analyzing the problems reported, 
they set up a five-step program: 

1. A letter to each employee at 
the end of 20 years of service, in- 
forming him of his status under the 
company’s retirement program and 
encouraging him to start planning for 
the future. 

2. An interview when the em- 
ployee reaches 60—with his wife, if 
desired—in which he is told the 
approximate amount he can expect 
from Social Security and his pension. 
The counselor also describes the ex- 
perience of Swift pensioners, to give 
the employee an idea of what prob- 
lems he may meet. 


Office Management (November, 1958), © 1958 by Andrew Geyer-McAllister, Inc. 
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3. A second interview at 64, to 
help with any problems the em- 
ployee may want to discuss. He is 
also given up-to-date figures on his 
pension and Social Security benefits. 

4. This part of the program deals 
with actual retirement: writing ap- 
plications for pension and _ Social 
Security, changing hospitalization and 
group insurance to the new status, 
etc. 

5. The fifth part of the program 
calls for a contact by visit or letter 
with the pensioner a year after re- 
tirement and each year thereafter. 

Pitney Bowes, Inc., stresses the 
help it can give employees after they 
have retired. Life insurance and 
hospitalization and surgical benefits 
are continued at company cost. Re- 
tirees are invited to special company 
affairs like the Christmas party, the 
directors’ luncheon, and the annual 
picnic. 

Universities have played a large 
part in helping companies set up 
effective counseling programs. The 
Industrial Relations Center of the 
University of Chicago, for example, 
offers a training course for pre- 
retirement counselors called “Making 
the Most of Maturity.” The course 
is based on the belief that an under- 
standing of the process of aging and 
retirement helps to eliminate fear 
and encourage constructive thinking 
and intelligent planning. 

The course takes up such topics 
as nutrition and health in later years; 
the physical side of aging; mental 
health in later life; financial plan- 
ning for retirement; the meaning of 
work and retirement; getting the most 
out of leisure; increasing retirement 
income; family, friends, and living 
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arrangements in later life; and where 
to live in retirement. 

After taking the course, the counse- 
lors set up group sessions in their 
companies. Group participation is 
emphasized, and normally from 15 
to 20 retiring employees attend each 
session. Wives are also invited. 

Some companies have adopted 
flexible retirement programs in which 
employees ease into retirement rather 
than stop work abruptly. At Wm. 
Wrigley Jr. Co., for example, an em- 
ployee must take a one-month leave 
of absence without pay during his 
66th year, two months without pay 
during his 67th year, and so on un- 
til he reaches the point where he 
will earn more income by drawing 
his company pension and_ Social 
Security benefit than by working. A 
large insurance company, Mutual of 
New York, encourages the employee 
in his last year of service to take 
three-day weekends so that he can 
begin to adjust to retirement status. 

The National Social Welfare As- 
sembly’s National Committee on the 
Aging (New York) predicts that: 
“. ... the need for formal employer- 
sponsored programs will diminish as 
industry accommodates itself to tech- 
niques of flexible retirement. Moti- 
vation for some of the present pro- 
grams is partly the desire to soften 
the break which occurs when able- 
bodied workers are involuntarily re- 
tired under compulsory retirement 
systems.” 

But until flexible retirement be- 
comes generally accepted, prere- 
tirement counseling programs will 
probably remain the most effective 
method of preparing the employee 
for successful retirement. + 
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What every manager ‘ 
should know about | 


L+J 





By Robert E. Slater 


Condensed from Office Executive 


ie its understandable preoccupa- 
tion with preparing lower-echelon 
employees for the introduction of 
electronic data-processing equipment, 
top management sometimes forgets 
that the company’s executives also 
need conditioning for the revolu- 
tionary change. The problems that 
the administrators will run into are 
neglected, with the result that the 
adjustment to mechanized operations 
becomes twice as difficult and some- 
times cannot be made at all. 

Computers change the kinds of 
decisions management makes and 
also the timing and bases of those 
decisions. Until the equipment is 
installed and applied to a problem, 
its presence is hardly felt by managers 
in their daily work. But when the 
current is turned on, some of them 
get a sudden jolt. 

The organizational structure of 
the company, too, may be altered by 
computers. Electronic data-processing 
changes the location of a number of 
operations and tends to centralize 
them. The relative importance of 
some departments is reduced and that 
of others is increased. 

What should be the objectives of 
a conditioning program for managers? 

Such a program should be devoted 
to sharpening certain specific execu- 
tive abilities that are important for 


any management post but especially 
significant in a computer-equipped 
organization. For one thing, the 
executive should have an adequate 
fund of technical knowledge. He 
must understand the equipment’s 
capabilities and limitations, as well 
as the needs and characteristics of 
the personnel who will operate the 
machines. 

Though there is no need for all 
executives to become computer spe- 
cialists, they must know enough to 
be able to ask the right kind of ques- 
tions and to evaluate the answers 
given by the expert. For example, 
every key executive should know that 
the determining factor in deciding 
whether a_ particular project is 
economically and technically feasible 
for a computer is not always its 
volume, but may be its complexity. 
These two factors are often confused. 
Because a billing job may involve 
millions of items and an inventory 
job only hundreds, many persons 
conclude that the former would be 
much more difficult to program and 
get into operation. This kind of 
reasoning is not always sound. A 
program processing a million items 
all the same way can be much 
simpler than one processing a hundred 
items needing individual attention. 

There is no short cut to the kind 


Office Executive (November, 1958), National Office Management Association. 
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of knowledge the executive will 
need; little will be gained from a 
quick orientation course, a few brief 
reports, and a rapid skim of current 
periodicals. Instead, he will have to 
roll up his sleeves and plunge into 
the day-to-day detail of his company’s 
particular problems. 

When a computer is installed, the 
company’s executives are likely to be 
impatient and want action too soon. 
When they see a large, expensive 
piece of machinery standing inactive, 
their natural impulse will be to say 
“Get on the air,” or “Crash that 
program through; do something, any- 
thing, so we can begin to justify our 
investment.” 

This exuberance has to be held in 
check. Management should set speci- 
fic target dates to keep the systems 
and programing people hopping. But 
it should make certain the job gets 
done in the most accurate and effi- 
cient manner possible from the very 
beginning. Once a program is in op- 
eration, it is difficult to make changes 
or additions. The very nature of 
stored sequential programing makes 
any modification as delicate as brain 
surgery. Removal or correction of 
one part may damage another. 

Impatience and lack of foresight 
in selecting the first applications for 
the computer can lead to disastrous 
results. For example, on the face of 
it, a good case can be made for let- 
ting the computers and the _pro- 
gramers cut their teeth on a payroll 
application. Some of the 
usually cited are: 

1. Payroll is such a_ universal 
problem that a great deal of knowl- 
edge, experience, and refinement of 
technique is available. 


reasons 
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2. It is a well-defined area of ap- 
plication. 

3. It makes use of most of the 
capabilities of a computer and its 
peripheral equipment. 

On the other hand, note these 
serious arguments against starting a 
computer program with a payroll op- 
eration: 

1. Payroll is seldom an economi- 
cal application for a computer, ex- 
cept in large companies that have 
complicated incentive and piecework 
plans or involved cost distribution 
problems. In this case, the job may 
be too complex for inexperienced 
programers of a new installation to 
handle properly. 

2. Payroll is a short-cycle opera- 
tion and so critical in its deadlines 
that there is little cushion for the 
emergencies that are all too likely to 
develop when new programs and 
computers are being installed. 

3. Payroll is a sensitive area in 
terms of employee relations and good 
will. Mistakes, which are not un- 
common in the beginning, can be 
costly. 

4. In many companies, payroll 
requires a flexibility better provided 
by other means of preparation. 

This is but one illustration of why 
a high degree of considered judgment 
must be exercised from the first day 
the computer is set to go. Errors 
stemming from overenthusiasm, ig- 
norance, or inexperience can be 
locked into the system and be extraor- 
dinarily tough to isolate and _ re- 
remove. Moreover, they can set ill 
will and suspicion to smoldering at 
a crucial point in the program's 
development. 

Accuracy is another basic area in 
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which managers must be prepared to 
make special efforts. The computer 
programs must have proper controls 
and checks built into them. 

Some computers have built self- 
checking devices that screen out 
machine-made errors. But other 
kinds of errors can creep into a 
system unless the managers are 
alerted to take proper precautions. 
These errors break down into four 
main categories: 

1. Errors transmitted from the 
system formerly in use. 

2. Programing errors. Some of 
these may not show up until months 
of operation have passed. 

3. Everyday input  errors—the 
most common variety. 

4. Operating errors, like throwing 
the wrong switch or typing in the 
wrong instruction for the. computer. 

How can these inaccuracies be 
minimized? Here are a few useful 
methods: : 

1. Provide special validity checks 
on all data converted from the old 
system. For instance, if the work 
is insurance, devise a program check 
to make certain the age and birth 
date of the insured are in agreement. 

2. Run the new system in parallel 
with the old one for a reasonable 
period of time, and balance out ex- 
actly. This makes it easier to dis- 
cover errors and omissions in the 
new arrangement. Wrong data that 
may have gone undetected in the old 
system may also be uncovered. 

3. Run a complete sequence on 
ordered input data, even if the data 
comes from _ pre-sorted punched 
cards. A single card out of sequence 
can cost many hours of computer 
time before the error is detected. 
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4. Set up proper programer con- 
ventions to standardize coding. Build 
in preventive and detective routines, 
and establish an orderly operating 
procedure. 

5. Carefully select and train the 
people who will prepare the input 
material for the computer. Be sure 
they achieve the highest standards of 
accuracy in their work. 

Flexibility, coupled with imagina- 
tion and a search for fresh ways of 
tackling both the old and new prob- 
lems, is vitally important. Otherwise 
the managers cannot handle the 
sometimes radical changes a computer 
brings with it. 

Take organizational structure as 
an example. Finding the elusive 
solutions to this problem will be 
among the most challenging tasks of 
the company’s executives. There will 
be lively debate before agreements 
are reached, since the issues involve 
the personal careers and feelings of 
vigorous, ambitious men. 

But eventually the matter must be 
met head on, because no organization 
can use its computer efficiently if the 
machine is forced to fit into a tra- 
ditional departmental table of or- 
ganization and procedures. 

With its remarkable capacity for 
combining operations, the computer 
inevitably pushes across departmental 
boundaries. It refuses to accept as 
sacrosanct anything about the way a 
company is organized. When arti- 
ficial barriers which prevent com- 
puter operations from crossing de- 
partmental lines are maintained, co- 
ordination on mutual problems will 
be difficult. Also, the communication 
and interchange between programers, 
so important to the climate of a suc- 
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cessful installation, will never be 
established. 

In preparing for a computer in- 
stallation, managers must also adjust 
their ideas in the area of personnel. 
Programers are a new breed of office 
worker, and management will have 
to revise many of the accepted stand- 
ards of efficiency and productivity. 
In most operating divisions today, the 
activity is largely physical. But in a 
data-processing unit, the activity is 
almost all mental. Therefore, a new 
approach to supervision, work meas- 
urement, and personnel evaluation 
will be required. 

Management must be less willing 


“‘Can’t you confine that damn motivation research to the office?”’ 





to accept the normal distribution 
curve of good, bad, and indifferent 
talent. Obviously, if a unit is made 
up of ten senior programers, all 
worthy of the name and salary, those 
ten could probably produce more at 
less cost than 30 persons of widely 
varying abilities. 

Some current business literature 
talks glibly about managers becoming 
obsolete as computers come into their 
own. Far from becoming obsolete, 
managers clearly face some fascinat- 
ing problems with the automatic 


office. Accordingly, they had better 
begin preparing themselves to meet 
the new challenges. 4 
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Why Managers Leave Their Jobs 


Condensed from Nation’s Business 


a MOBILITY—a_ euphe- 
mism for “Goodbye, I’m quitting” —is 
becoming a problem for more and 
more U.S. companies. One conserva- 
tive estimate is that 75,000 to 
100,000 middle- and upper-manage- 
ment executives change jobs annually. 

Too much executive mobility can 
lead to serious losses in money, time, 
and effort, and an increasing number 
of companies are determined to do 
something about the problem. For 
these companies, a recent study of 
the job-changing habits of 1,886 ex- 
ecutives may provide some useful 
light on why and when managers get 
restless in their jobs. The study was 
made by Hoff, Canny, Bowen & As- 
sociates, Inc., a New York firm 
specializing in executive recruitment 
and placement. 

Job restlessness is most pronounced 
among men in the middle manage- 
ment ranks, according to the study. 
These men are usually in their early 
middle years, a time of intense self- 
assessment when a man may revise 
his attitude toward his capabilities, 
his present job, and his future possi- 
bilities. This is often a period of 
reaching out for more responsibility 
and authority. 

Edwin T. Ashman, of Hoff, Canny, 
Bowen, points out that “the execu- 


tive in his early to middle 40’s may 
be spurred by the feeling that if he 
doesn’t make his move to better things 
now he may never get the chance 
again.” 

What specific factors trigger the 
urge to move? The study lists these: 
(1) desire for more money, (2) 
prodding of an ambitious wife, (3) 
lack of intellectual stimulus on the 
job, (4) feeling that career growth 
is stymied by seniority, (5) lack of 
organizational planning by the com- 
pany, (6) desire to move to a larger 


organization or a smaller one, and 


(7) personality clashes. 

Included in the study were ex- 
ecutives in the fields of general man- 
agement, engineering, marketing, 
sales, finance, and industrial relations. 
Interestingly, there were marked dif- 
ferences in the occupational patterns 
of mobility. General managers, for 
example, show significantly less than 
average mobility before 40, slightly 
more than average mobility from 41 
to 45, and significantly more than 
average mobility from 46 to 55. En- 
gineers, on the other hand, display 
significantly more than average mo- 
bility before age 36, average mobility 
from 36 to 46, and less than average 
mobility from 46 years on. 

One important factor that creates 


Nation’s Business (October, 1958), @ 1958 by Nation's Business—the 
hamber of Commerce of the United States. 
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executive restlessness around the age 
of 40, maintains the report, is what 
it calls “industry’s hiring-age bias.” 
Most employers automatically specify 
that they want a man under 45 or 50 
and preferably around 40, not only 
because of “the American infatuation 
with youth,” but because of the in- 
creased cost of pension plans, retire- 
ment programs, and other benefits 
for the older “new hires.” 

“Actuarially speaking,” says Mr. 
Ashman, “the man of 40 today has 
many healthy, vigorous years left. He 
is physically and mentally a_ lot 
younger than the man of 40 in 1910. 
Today’s 40-year-old graduated at 22, 
got his MA at 24, spent three or four 
years in service, and was discharged 
at 28. So, at 40 he is still quite 
young in outlook and experience. In 
contrast, his father started work at 
22, if not before. By the time he 
was 40, he had 18 years of business 
experience under his belt.” 

Obviously, management cannot 
hope to completely eliminate job- 
switching. Indeed, some management 
authorities believe that moderate 
shortages of executive talent—either 
as a result of quits or inadequate sup- 
ply—are indications that the organiza- 
tion is healthy and growing. Com- 
panies that are standing still seldom 
suffer manpower shortages. 

Nevertheless, a high rate of mobil- 
ity among a company’s most talented 
executives is not to be encouraged. 
To keep job restlessness to a mini- 
mum, the study suggests these mea- 
sures: 

1. Keep a careful inventory of 
your executive manpower. Companies 
often neglect the personnel factor in 
their long-range plans for physical 
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growth. It is useful, when planning 
future products, plant expansion, dis- 
tribution changes, or other long-range 
projects, to draw parallel plans for 
key people. Some companies keep 
detailed charts on which they struc- 
ture their present and future organiza- 
tion by filling in the names of men 
who will be ready two, three, or five 
years from the present. This kind 
of preparation gives the company 
something specific to discuss with an 
executive who may be getting rest- 
less. 

2. Provide motivation for middle 
managers who may not reach the top. 
Gardner W. Heidrick, of the Chicago 
recruiting firm of Heidrick & 
Struggles, Inc., describes the dilemma 
of middle management ambition 
this way: “In a large company, there 
are likely to be many competent men 
between 38 and 46 with top manage- 
ment potential. They can’t all be- 
come president, and if those who 
recognize this fact are not satisfied 
with their present job and don’t feel 
bound by ties of loyalty, executive 
restlessness will result.” 

Mr. Heidrick believes the crisis 
can be forestalled in many cases if 
companies do some career planning 
of their own. “They can,” he says, 
“offer interests and challenges to their 
executives that are deep and broad. 
They can make their executives feel 
that the team couldn’t get along with- 
out them were they to leave for an- 
other job. Finally, they can provide 
executive rotation programs, which 
reduce the danger of stagnation on 
the job.” 

3. Do something about the de- 
ficiencies of middle managers. If a 
middle manager needs additional 
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training to prepare him for greater is neither possible nor desirable. But 
responsibility, make sure he gets it. if a company wants to keep its able 
Executive development courses, on executives, it must,be willing and 
and off the job, are a popular and __ ready to meet the bids of a competi- 
efficient method for improving skill. tive labor market where outstanding 
Reducing executive mobility to zero executive talent is always scarce.’ @ 


Getting the Most from the Leased 


LEASING PLANT AND EQUIPMENT is a growing practice among U.S. manu- 
facturing companies, according to a survey of 221 companies made by 
the National Industrial Conference Board. 

Seventy-one respondents reported they are now renting more equipment 
and facilities than they did five years ago. Of the remaining 150 firms, 
110 have not increased their rental activity, while 33 did not respond to 
this question. Only seven companies reported a decrease in their rental 
program. One hundred twenty-seven of the responding companies manu- 
facture some products suitable for leasing. Of these, 30 firms are already 
offering their products on a rental basis, and another 10 are considering 
adopting the practice. 

Such items as warehouses, office equipment, automobiles, and trucks 
contribute substantially to the over-all increase in rental volume, with 
car and truck rentals showing the greatest gain in the past five years. 
While production machinery and machine-tool rentals have also picked 
up, such items are still a small part of the over-all leasing volume. 

Although almost a third of the respondents reported increased rental 
expenditures, many also pointed out that this is not always the cheapest 
way of acquiring facilities. Most of the 221 companies surveyed said that 
the primary purpose of leasing needed equipment or facilities is to con- 
serve or stretch working capital. However, some companies in a good 
cash position still favor equipment and facilities rentals, because they: 
(1) provide convenience and flexibility; (2) provide for short-term use; 
(3) help avoid the danger of obsolescence; (4) do away with the chore 
of selling equipment and facilities no longer wanted; (5) eliminate 
service and maintenance problems; and (6) offer tax savings under 
certain conditions. 

Respondents reported that renting buildings has a number of ad- 
vantages: it makes it possible to secure desirable locations that might not 
be available for purchase, facilitates a move when a site deteriorates, or 
provide temporary facilities when consolidation of plants is contemplated. 

Respondents cited three factors that could inhibit the growth of rental 
practices. They are the relatively high prices that many lessors impose 
as a safeguard against the hazards and additional expenses of selling 
through lease arrangements; the liberalization of depreciation allowances 
on owned property, which makes renting less attractive; and, the un- 
certainty of potential tax benefits under certain lease agreements. 
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Many companies are finding 
that a formal program for 
analyzing plant equipment 
needs can pay off ... 


Profiting from 
PLANNED 


EQUIPMENT 
REPLACEMENT 


Condensed from 
American Machinist 


a equipment analysis is 
coming into its own as a vital con- 
trol function in industry. The grow- 
ing awareness of the need for a 
formal analysis program is clearly 
shown by surveys made by Machinery 
& Allied Products Institute. In 1948, 
only 35 per cent of the Institute’s 
member firms acknowledged the need 
for a regular program to review plant 
equipment. By 1956, the number 
had risen to an impressive 79 per 
cent. 

What is involved in an equipment 


analysis program? There are two 
main elements: 

1. Budgeting funds for moderni- 
zation. 

2. Analyzing present and possible 
equipment to arrive at the most ef- 
fective use of the available funds. 

Although there are several ap- 
proaches to building a modernization 
fund, the most practical method is to 
put aside from 10 to 20 per cent of 
the current replacement value of all 
equipment each year. This assures 
that money will be available to re- 
place most equipment in five to ten 
years. 

One serious danger is the tempta- 
tion to spend funds budgeted for 
equipment on other seemingly more 
immediate needs. To avoid this trap, 
a company should maintain a con- 
tinuing analysis of the opportunities 
for replacement. Knowing the re- 
turn on investment to be gained will 
make management less likely to divert 
funds from profitable replacement. 

The amount of paperwork needed 
to support a continuing analysis of 
replacement opportunities will depend 
upon the size and circumstances of 
a particular plant. Even in relatively 
large plants, no forms may be used 
until the original suggestion from 
plant engineer or foreman has been 
screened by a talk between the origi- 
nator and his supervisor and by a 
thorough review by the manufactur- 
ing manager. This procedure is use- 
ful in pinpointing the most neces- 
sary projects. Those that are ap- 
proved by higher management are 
written up on a plant order giving 
all pertinent machine details, and 
copies are sent to all departments that 
will be affected. 


American Machinist (October 20, 1958), © 1958 by McGraw-Hill Publishing Co., Inc. 
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Heavy-machinery or jobbing plants 
with widely varying machine loadings 
can use an “age” record to point out 
replacement opportunities. In one 
company, a rating form for each ma- 
chine is checked annually by shop 
management for age, usefulness, and 
impairment of accuracy. When the 
remaining “useful life” declines to a 
certain level, replacement for the ma- 
chine is considered. Machines creat- 
ing bottlenecks are given immediate 
attention; detailed replacement studies 
are made and new machines are 
purchased. 

In plants that have stabilized 
product lines, a different approach to 
replacement may be needed. After 
studying operations sheets to deter- 
mine the actual operating hours of 
each machine, the methods depart- 
ment can prepare flow charts to re- 
veal bottlenecks, the need for com- 
bining operations and for retooling, 
and the possibility of creating line- 
production setups. From this analy- 
sis, a major overhaul of the produc- 
tion scheme can be planned that will 
cut in-process time and inventory and 
provide the detailed data for replace- 
ment studies. Later, the basic in- 
formation will be at hand for taking 
further advantage of money-saving 
opportunities as new types of ma- 
chines or improved models are intro- 
duced. The data will also reveal the 
potentialities of automation. 

Excessive inspection costs and 
scrap indicate that something is 
wrong with a method or process. 
You may find from a _ machine- 
capability study that even a relatively 
new machine cannot hold the re- 
quired tolerance, whereas a_ later 
model built to higher accuracy stand- 
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ards will bring down abnormally high 
inspection costs. 

In a relatively large plant with a 
variety of product lines, quality- 
control records may be used to spot- 
light methods and processes needing 
improvement. At Greist Mfg. Co. 
(New Haven, Conn.), makers of 
sewing-machine attachments, cameras, 
and other precision small assemblies, 
every process is under strict quality 
control. Monthly charts and graphs 
show the number of rejects, the 
various faults, and the ratio of in- 
dividual faults to the total. Any 
drifting from the desired quality level 
is quickly analyzed and then cor- 
rected with better tooling, equipment, 
or processing methods. The chief 
engineer is responsible for production 
methods and tooling, as well as much 
product design. He initiates proposals 
for replacements, based on his in- 
timate knowledge of shop practice 
and capability studies. The company 
buys any machine that will pay for 
itself in three years. 

A replacement request may in- 
volve the substitution of (1) a newer 
model of the same machine; (2) a 
different machine; (3) a different 
machine or a group of machines for 
a group of machines; (4) a machine 
for a hand operation; or (5) a new 
processing method. 

Replacement analysts in the 
methods department must consider 
a number of important factors when 
selecting new equipment: (1) ma- 
chine speeds and/or feeds; (2) re- 
duction in make-ready or set-up time; 
(3) how much operating time will 
be reduced by more convenient con- 
trols, altered tooling, automatic opera- 
tion, etc.; (4) displacement of hand 
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labor; (5) reduced auxiliary labor for 
stock supply, stock loading, remov- 
ing and cleaning the parts; (6) sav- 
ings on tool costs and tool grinding; 
(7) quality improvement that may 
eliminate subsequent operations; and 
(8) reduced cost of maintenance on 
an annual basis. 

There are several basic records that 


and makes out a plant equipment 
record for each. The maintenance 
expense record identifies the machine, 
auxiliary equipment, and attachments, 
and provides space for identification 
of all maintenance expenses. 

The plant equipment record covers 
such facts as: machine description, 
department location, invoiced cost, 





can be useful in spotlighting poten- 
tial replacements. One large business- 
machine maker has an equipment 
engineer who reviews the mainte- 
nance expense records on all machines 


freight and installation charges, date 
capitalized, depreciation rate, ca- 
pacity, weight, trade-in allowance or 
selling price, and book value at 
retirement. 7 


Box Score on Arbitration Cases 


LABOR ARBITRATION cases are continuing to increase at a rapid rate. The 
American Arbitration Association, which administered 2,175 cases in 
1956 and 2,598 in 1957, estimates its 1958 total at about 3,000. Al- 
though the AAA is involved in only a fraction of all arbitration cases, its 
figures indicate that arbitrations are increasing at the rate of 15 per cent 
annually. 

What is management’s won-and-lost record? Here’s how the AAA sees 
trends in a recent sampling: In discharge cases, management gained 46.4 
per cent of the decisions, labor gained 18.7 per cent, and 34.9 per cent 
of the cases were divided; in other discipline cases, management scored 
56.3 per cent, labor scored 33.3 per cent, and divided decisions accounted 
for 10.4 per cent. Management came up with 54.8 per cent of the 
seniority cases, labor garnered 42.2 per cent, and 3 per cent were divided; 
on job evaluation cases, management won 57 per cent, labor won 31.4 
per cent, and 11.6 were divided. Finally, on incentive plan cases, 51.4 
went to management, 34.6 went to labor, and 14 per cent were split. 

Discharge and discipline cases account. for about 25 per cent of the 
arbitration load, according to the AAA. Seniority cases amounted to only 
13 per cent in 1957, but the 1958 figure will probably be about 20 per 
cent because of the many layoffs during the year. Also more common are 
cases involving management rights, such as the extent of subcontracting. 
Comments Hubbard Capes, legal counsel for Associated Industries of 
Cleveland: “Industry is getting tougher about its rights, but too frequently 
discovers that its contract's wording is ambiguous, a heritage of the care- 
less boom-time days.” 


—Steel 8/4/58 
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ALSO RECOMMENDED 


BRIEF SUMMARIES 
of other timely articles 


GENERAL 


THE COMING BOOM IN’ CAPITAL 
GOODS. By Sanford S. Parker and 
Todd May. Fortune (9 Rockefeller 
Plaza, New York 20, N.Y.), December, 
1958. $1.25. Only a few months ago 
most businessmen considered the capital- 
goods market badly oversold, but now 
the business mood is markedly more 
optimistic, reports this article, predict- 
ing that the annual capital-goods spend- 
ing rate will reach a new record of 
$48.7 billion by the middle of 1960 
and a year later will hit $52.4 billion— 
30 per cent higher than the present 
rate. In addition to projecting the 
total capital-goods market, the authors 
take a close look at the rich and busy 
“nonindustrial” sector—services, trade, 
transportation, and agriculture—which 
currently accounts for 49 per cent of 
all U.S. capital spending. 


NATIONAL INCOME AND PRODUCT— 
A REVIEW OF THE 1957-58 DECLINE 
AND RECOVERY. By Harlow D. 
Osborne. Survey of Current Business 
(U.S. Government Printing Office, 
Washington 25, D.C.), November, 
1958. 30 cents. The steady strength of 
demand, especially for services and non- 
durable goods, proved to be a stabilizing 
factor in the recent business decline, 
serving as a brake during the downturn 
and contributing substantially to the 
subsequent recovery, the author reports. 
In this article, he discusses the role of 
this demand strength in limiting the 
severity of the decline and reviews the 
period of recession and recovery as a 
whole, examining such factors as capital 
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goods investment, personal income and 
consumption, the role of the govern- 
ment, and the impact on earnings and 
profits. 


HOW TO SET REALISTIC PROFIT GOALS. 
By Bruce Payne. Harvard Business Re- 
view (Soldiers Field, Boston 63, Mass.), 
Sept.-Oct., 1958. Reprints $1.00. Every- 
one is familiar with the problems that 
arise when company divisions or de- 
partments fail to meet their profit goals 
for the year, the author says, but the 
problems that result when divisions 
exceed their goals by a wide margin 
can be equally troublesome. Pointing 
out that, in many companies, top man- 
agement unwittingly encourages manag- 
ers to set their sales and profit goals 
too low, he discusses means by which 
realistic goals can be set, pointing out 
that challenging short-term goals, profit 
improvement, and sound long-range 
planning are all bound together, each 
contributing to the others and to the 
over-all success of the company. 


THE POWER HOLDERS IN THE AMERI- 
CAN ECONOMY. By Sumner H. 
Slichter. The Saturday Evening Post 
(Independence Square, Philadelphia 5, 
Pa.), December 13, 1958. 15 cents. 
Thinkers about economic evolution have 
always predicted that economic. or 
political power was about to be con- 
centrated in the hands of some one part 
of the community, the author says, but 
the dominant course of development in 
the United States has been for power 
to become more diffused—partly through 
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an increase in the number of power- 
holding groups (business, government, 
and trade unions), and partly through 
a tendency for the centers of power to 
break up into more or less independent 
parts. He concludes that the real dif- 
ficulty is not concentration of power, 
but its diffusion, which hinders the 
decision-making processes of the economy 
and limits its capacity to deal with im- 
portant problems. 


COMPANY PRESIDENTS SIZE UP THE 
BOARD. By Kenneth Henry. Dun’s 
Review and Modern Industry (99 
Church Street, New York 8, N.Y.), 
November, 1958, and December, 1958. 
75 cents each issue. A comprehensive 
president’s-eye view of today’s board of 
directors and how it can be most effec- 
tive is presented in this two-part article 
based on a survey of more than 100 
chief executives of successful companies. 
In addition to providing a profile of 
the typical board, the respondents air 
their opinions of such aspects as (1) 
what the board’s responsibilities should 
—and should not—be; (2) keeping 
communications channels open between 


the board and the president; (3) achiev- 
ing a satisfactory balance of inside and 
outside directors; (4) whether directors 
should or should not own company 
stock; (5) the problems of selecting and 
recruiting directors; and (6) how presi- 
dents and boards can work together 
more effectively. 


WHEN THE BOSS IS A “FOREIGNER.” 
Business Week (330 West 42 Street, 
New York 36, N.Y.), November 8, 
1958. 50 cents. Companies nearly 
always select their chief executives from 
within, but there are occasions—when 
the company is in serious trouble, or 
when changing times have created a 
vacuum at the top—when a firm will 
go outside to find a new president. 
When this occurs, the new man faces 
a variety of thorny problems, and _ this 
article, based on interviews with “out- 
sider” presidents, describes how these 
men went about learning the products, 
policies, and people of the companies 
they were called in to head, overcame re- 
sentment and morale problems, and won 
the cooperation of their subordinates. 


INDUSTRIAL RELATIONS 


THE ORGANIZATION: WHAT MAKES IT 
HEALTHY? By Chris Argyris. Harvard 
Business Review (Soldiers Field, Boston 
63, Mass.), November-December, 1958. 
Reprints $1.00. Taking a skeptical look 
at the validity of traditional indexes of 
organizational health—low absenteeism, 
low turnover, low grievance rates, high 
production—the author maintains that 
they do not necessarily indicate loyal, 
ego-involved employees, but merely em- 
ployees who are submissively adapting 
themselves, with money as the main 
motive. Basing his unorthodox views 
on the study of an ostensibly “healthy” 
company, he concludes that the very 
nature of our pyramidal type of or- 
ganization may be producing a genera- 
tion of immature, apathetic, and 
indifferent employees. 
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MANAGEMENT TRIES SOME STRAIGHT 
TALK. By Robert Newcomb and Marg 
Sammons. Dun’s Review and Modern 
Industry (99 Church Street, New York 
8, N.Y.), November, 1958. 75 cents. 
Management is beginning to realize that 
it must put more skill, candor, and 
effort into its prebargaining communi- 
cation with employees, according to this 
article, which reports that more com- 
panies are talking bedrock economics to 
their employees to make them aware of 
what’s required to make jobs secure and 
to soften unreasonable union demands. 
The authors present some concrete ex- 
amples of how companies are utilizing 
“plain talk” techniques—throughout the 
year as well as during bargaining 
talks—to let their employees know the 
economic facts of life. 
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COMPUTER USE REPORT. (Systems and 
Procedures Association, 4463 Penobscot 
Building, Detroit 26, Mich.) $1.50. 
The seven tables in this booklet shed 
some interesting light on how successful 
281 companies of various sizes have 
been in applying computers to specific 
business functions. Included in the 
tables are figures on what applications 
were accepted by the companies (with 
data on estimated savings, reasons for 
accepting, opinion of results, and what 
computers were used), what applica- 
tions were rejected by the companies, 
and the companies’ industrial classifica- 
tion, gross income or sales, number of 
employees, number of products made or 
sold, etc. 


PUNCHED CARD SYSTEMS: YES OR 
NO? By Charles Moller. Cost and 
Management (31 Walnut Street South, 
Hamilton, Ontario, Canada), October, 
1958. 50 cents. Based on the actual 
experiences of small and medium-sized 
companies with punched card _ installa- 
tions, this article provides a useful look 
at the advantages and the disadvantages 
of this type of office mechanization. 
After describing the criteria that should 
be used in deciding whether to change 
over to punched cards, the author points 
out the fallacy of trying to operate the 
system with mediocre clerical help and 
suggests ways of avoiding some of the 
pitfalls that can nullify the benefits of 
mechanization. 


PRODUCTION 


THE EIGHTH AMERICAN MACHINIST 
INVENTORY OF METALWORKING 
EQUIPMENT. American Machinist (330 
West 42 Street, New York 36, N.Y.), 
November 17, 1958. $2.00. The 
average age of equipment in the metal- 
working industries continues to rise— 
more than 60 per cent of all machine 
tools are now more than ten years old 
—pbut the new equipment that has been 
installed is so much more productive 
that the total number of machine tools 
operating in the country has declined, 
according to this article. Based on a 
survey of 5,560 plants employing more 
than 40 per cent of the wage-earners 
in the industry, this inventory provides 
a company with the opportunity to 
measure the productivity if its equip- 
ment against its competitors’ and deter- 
mine whether it would profit by replac- 
ing old and inefficient machines with 
new and more productive ones. 


NEXT—COMPUTERS RUN PLANTS. Busi- 
ness Week (330 West 42 Street, New 
York 36, N.Y.), November 22, 1958. 
50 cents. Solid-state components, such 
as transistors and magnetic devices, 
have eliminated almost all moving parts 
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and made possible such reliability that 
one company (Daystrom, Inc.) has been 
able to promise that a complex installa- 
tion of data-loggers and computers will 
be in operation 99 per cent of the time. 
This article describes the installation, 
which is being run on a _ six-month 
trial basis and which, if successful, will 
demonstrate for the first time that elec- 
tronic devices are reliable enough to 
shoulder the responsibility of running 
whole processes and plants. 


MANUFACTURING ENGINEERING. By 
Roger W. Bolz. Automation (Penton 
Building, Cleveland 13, Ohio), Octo- 
ber, 1958. $1.00. Little known before 
the advent of automation, manufactur- 
ing engineering (also known variously 
as production engineering, process engi- 
neering, automation engineering and 
industria] systems engineering) has be- 
come a necessity in developing effective 
and economical modern production sys- 
tems, the author maintains. In this 
article, he outlines the development of 
manufacturing engineering and de- 
scribes the role of the manufacturing 
engineer in combining production tech- 
niques that will approach the goal of 
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maximum attainable quality for mini- 
mum possible cost. 


SO YOU THINK YOU KNOW THE 
WHOLE STORY ABOUT YOUR WATER 
COSTS. By A. Kenneth Graham and H. 
L. Pinkerton. Factory Management and 
Maintenance (330 West 42 Street, 
New York 36, N.Y.), October, 1958. 
Reprints gratis. Almost every plant has 
water problems, but many companies 


make the mistake of overlooking them 
or of believing that they are easily 
solved, the authors feel. Maintaining 
that the simple answer is seldom the 
best or the most profitable, they outline 
the four process-water trouble areas— 
supply, cost, effectiveness, and disposal 
—and support their contention by pre- 
senting examples of six common water 
problems together with both narrow 
and broad approaches to their solution. 


MARKETING 


BIG SMASH ADS: DO THEY PAY OFF? 
By Lawrence M. Hughes, George F. 
Hoover, and George P. Nicholas. Sales 
Management (386 Fourth Avenue, New 
York 16, N.Y.), October 17, 1958. 50 
cents. More advertisers are using “big 
smash” advertising—television spectacu- 
lars, newspaper “printaculars,” broad- 
cast “special” and “stopper” devices— 
for corporate-image creation, new- 
product launching, seasonal drives, and 
special promotions, according to this 
article. To indicate how this type of 
advertising is being used to get increased 
sales impact, the authors present a large 
number of case histories of successful 
campaigns conducted by a wide variety 
of companies using several media. 


HOW TO PRICE FOR MAXIMUM PROF- 
ITS. By Jules E. Anderson. Manage- 
ment Methods (22 West Putnam Ave- 
nue, Greenwich, Conn.), November, 
1958. 75 cents. Not only to weather 
adverse business conditions, but also to 
grow and prosper, a company must base 
its pricing policy on facts that are 
used decisively and with understand- 
ing, the author says. Pointing out that 
a recent National Industrial Conference 
Board survey revealed that only four 
out of 155 leading manufacturers fol- 
lowed clear-cut, written procedures in 
setting prices, and that many companies 
that do have formalized pricing patterns 
use formulas that do not reflect a true 
cost picture, the author describes and 
illustrates a “margin of profit” formula 
designed to take guesswork and gamble 
out of pricing decisions. 
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OPPORTUNITIES FOR PERSUASION. By 
Edward C. Bursk. Harvard Business Re- 
view (Soldiers Field, Boston 63, Mass.), 
September-October, 1958. $2.00. Most 
people like to buy, and there is no 
need to dig into their subconscious to 
free them from blocks and _ tensions 
before they will do so, the author says; 
they will do that for themselves if they 
are provided with a sufficient rational 
motive. In this article, he argues that, 
in spite of their value in increasing the 
understanding of marketing problems, 
the behavioral sciences do not provide 
effective selling tools, and that openly 
appealing to people’s rational desires is 
still the best way to sell goods and 
services. 


NEW ERA IN POINT-OF-PURCHASE: 
HOW WILL ADVERTISERS BENEFIT? 
Printers’ Ink (635 Madison Avenue, 


New York 22, N.Y.), October 10, 
1958. 25 cents. In this era of self- 
service, point-of-purchase advertising is 
playing an increasingly important role, 
reports this article, but in many ways 
the medium is failing to live up to the 
challenge: advertisers show lack of 
imagination in their displays, display 
houses are selling advertisers P-O-P 
pieces not tailored to their ad programs, 
and advertisers are failing to find out 
what retailers’ P-O-P needs really are. 
On the credit side, the article presents 
numerous specific examples of how ad- 
vertisers are taking full advantage of 
P-O-P. 
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COMMON STOCKS AND PENSION 
FUND INVESTING. By Paul L. Howell. 
Harvard Business Review (Soldiers 
Field, Boston 63, Mass.), November- 
December, 1958. Reprints $1.00. Ris- 
ing wages, higher living costs, and 
lower bond yields demand a more 
dynamic and productive investment 
policy for the huge pension reserves 
which are now being accumulated for 
the protection of older people, argues 
the author, recommending that com- 
mon stocks be made the cornerstone of 
a dynamic pension fund portfolio. He 
cites case studies to illustrate how com- 
mon stocks can contribute to a greater 
yield while traditional objectives of 
pension funds are still maintained. 


PROFIT DETERMINATION BY PRODUCT 
GROUPS. By Lyle M. Farmen. Cost 
and Management (31 Walnut Street 
South, Hamilton, Ontario, Canada), 
October, 1958. 50 cents. Of increasing 
importance to management are reports 
of profits made by individual product 
groups and the return on investment 
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which they show, says the author, 
pointing out that segregation of total 
profits by product groups not only shows 
which products are lagging but also 
which groups may warrant additional 
investment. 


FINANCING BUSINESS IN RECESSION 
AND EXPANSION. By Herman I. 
Liebling. Survey of Current Business 
(Superintendent of Documents, U.S. 
Government Printing Office, Washing- 
ton 25, D.C.), October, 1958. 30 cents. 
This review of corporate financing 
trends during the recession presents 
facts and figures on the sharp lowering 
of corporate financing requirements, the 
substantial liquidation of inventories 
and customer credit, the cutback in 
fixed capital programs, and curtailment 
of new borrowing. The data assembled 
here indicates, however, that as the 
economy moved into a renewed expan- 
sion phase in mid-1958, most U.S. busi- 
ness firms had accomplished a consid- 
erable consolidation of their financial 
position. 


FOREIGN OPERATIONS 


DEALING WITH EUROPE’S WORKERS. 
Business Week (330 West 42 Street, 
New York 36, N.Y.), Dec. 6, 1958. 
50 cents. As the six-nation Common 
Market goes into operation in West 
Europe, the many U.S. companies plan- 
ning to set up plants within the area 
to protect their markets are likely to 
run into labor problems they have never 
faced in dealing with U.S. workers, 
warns this article. The American em- 
ployer who goes along with common 
practices in Europe may get less pro- 
ductivity than he does here, will lose 
much of his freedom to set labor terms 
in his own plant, and will have to bar- 
gain more through employer associations 
on a regional or industry-wide basis, 
according to the article, which presents 
rundowns of labor conditions in Italy, 
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West Germany, Holland, Belgium, 
Luxembourg, and France, as well as 
some predictions of far-reaching changes 
in the European labor scene. 


OVERSEAS OPERATIONS: GETTING THE 
HELP YOU NEED. By Alexander O. 
Stanley. Dun's Review and Modern 
Industry (99 Church Street, New York 
8, N.Y.), November, 1958. 75 cents. 
A rundown on the available service 
organizations—consultants and others— 
whose specialty is assisting American 
companies to establish and maintain 
overseas operations. The areas in which 
these organizations offer expert help 
include: overseas market research, 
translations, advertising, legal assistance, 
special problems of financing, and 
packaging for export. 
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(Please order directly from publishers) 


GENERAL ; 


THE MAKING OF HIGHER EXECUTIVES: The Modern Challenges. By Sir 
Noel Frederick Hall. The School of Commerce, Accounts, and Finance, 
New York University, 1958. 100 pages. $2.50. These three lectures on the 
higher executive, delivered by the author at New York University, provide 
an account of the experimental approach to management development at the 
Administrative Staff College, Henley-on-Thames, England. 


PUBLIC RELATIONS PRACTICES IN SIX INDUSTRIAL CORPORATIONS. By 
F. Rhodes Henderer. University of Pittsburgh Press, Pittsburgh, Pa., 1956. 
232 pages. Gratis. A comparative study of the public relations activities of 
six industrial corporations in terms of organization, objectives, the public 
served, the media used, community relations, educational activities, employee 
information, and product publicity. The use of opinion research to measure 
attitudes towards companies is described and the results of several surveys 
are reported in detail. The book includes a suggested model public relations 
program. U.S. Steel, Aluminum Corporation, Westinghouse Electric, Pitts- 
burgh Plate Glass, Koppers Company, and Dravo Corporation were the com- 
panies studied. 


COMMON STOCKS AND UNCOMMON PROFITS. By Philip A. Fisher. Harper 
& Brothers. New York, 1958. 146 pages. $3.50. Drawing from his own 
wide experience as an investment counselor, the author offers detailed advice 
on what—or what not—to do for maximum investment profit. Discarding 
the conventional emphasis on such factors as ratios, percentages, and dividend 
records, he advocates concentration on such fundamentals as company 
quality, management competence, and competitive position. 


HOW TO TURN FAILURE INTO SUCCESS. By Harold Sherman. Prentice-Hall, 
Inc., Englewood Cliffs, N. J., 1958. 229 pages. $4.95. A step-by-step guide 
for making success out of misfortune in the three major walks of life—per- 
sonal, social, and business. Chiefly emphasized are the roles played in 
successful achievement by active participation, common sense, controlled 
desires, self-confidence, intuition, and religion. 


BUSINESS STATISTICS. By John R. Stockton. South-Western Publishing 
Company, Cincinnati, 1958. 615 pages. $6.75. Designed to serve as a 
textbook for a basic statistics course, this book covers such topics as assembling 
statistical data, statistical description and induction, the analysis of business 
change and relationship, and statistical applications in business. 


PROCEEDINGS, FIRST ANNUAL SEMINAR ON EXECUTIVE PRACTICES AND 
METHODS. H. B. Maynard and Company, Inc., Pittsburgh, 1958. 357 
pages. $10.00. These proceedings of a seminar sponsored by the University 
of Miami and H. B. Maynard and Co., Inc., include papers on setting man- 
agement objectives, the decision-making process, organizing to carry out 
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management's objectives, motivating, communicating, and measuring in pe 
organization planning, and developing future managers. Bri 
the 
CAN INFLATION BE CONTROLLED? By Harold G. Moulton. Anderson rec 
Kramer Associates, Washington, D.C., 1958. 302 pages. $4.95. A detailed has 
discussion of such subjects as changing price levels, how money gets into cor 
circulation, the significance of the interest rate, various wartime price 
phenomena, long-term price trends, and the problem of control. TH 
He 
AND MARK AN ERA. By Melvin T. Copeland. Little, Brown and Company, De 
Boston, 1958. 368 pages. $6.00. If a business administration school could be 
be created, wrote A. Lawrence Lowell, President of Harvard in 1907, “we suc 
might make a great success and mark an era for education in business.” val 
Taking its title from this remark, this informal but incisive account of the wr 
growth and development of the Harvard Business School tells the story of 
the school from its humble beginnings to its present pre-eminence. cr 
PATENTS AND THE CORPORATION: A Report on Industrial Technology ~ 
Under Changing Public Policy. By Otto J. Bachmann, et al. Frederic M. TI 
Scherer, Boston, 1958. 188 pages. $10.00. (Copies available from James fu 
J. Galvin. General Manager, Patents and the Corporation, Soldiers Field in 
Station, Boston 63, Mass.) A report by a group of students at the Harvard on 
Business School. Topics covered include an economic theory of patents, 
changing concepts in patent policy, how U.S. industry views the patent 
grant, and a statistical analysis of patenting trends. bs 
1 
BUSINESS MANAGEMENT AND PUBLIC POLICY. By Richard N. Owens. o 
Richard D. Irwin, Inc., Homewood, IIl., 1958. 402 pages. $7.80. A a 
detailed discussion of the relationship between public policy and such matters a 
as small business, the organization of medium-sized and large corporations, 
financial policy, marketing policies and practices, and industrial relations. 
Bl 
EXECUTIVE'S GUIDE TO ACCOUNTING. By H. S. Wittner. Prentice-Hall, " 
Inc., Englewood Cliffs, N.J., 1958. 318 pages. $7.50. With simplicity as a 
the keynote, the techniques and principles of accounting are shown from the * 
executive angle. Some of the subjects covered by the author, all in a non- se 
technical manner, are financial statements, capital stock, and partnership P) 
capital. 
C 
LITTLE BUSINESS IN THE AMERICAN ECONOMY. By Joseph D. Phillips. The U 
University of Illinois Press, Urbana, 1958. 135 pages. $3.50, cloth bound, 1 
$2.50, paper bound. Some of the topics treated here include the limited fi 
independence of small business, factors affecting the small business popula- q 
tion, and small business and the middle class. z 
EFFECTIVE COMMUNICATION IN BUSINESS: With Management Emphasis. ' 
Fourth Edition. By Robert R. Aurner. South-Western Publishing Company, 
Cincinnati, 1958. 644 pages. $6.00. Communication by and for manage- h 
ment is the dominant theme of this new edition, which reflects the amazing c 
growth, the automation trends, and the sharp change in character of com- I 
munication. The wide and enthusiastic acceptance of communication as the c 
great new power tool of management is described and illustrated. s 
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COMMUNICATION IN MANAGEMENT: Revised Edition. By Charles E. 
Redfield. The University of Chicago Press, 1958. 314 pages. $5.00. 
Bringing the original edition completely up to date, the author incorporates 
the thinking on the subject of the last five years, including the results of 
recent research and experimentation in communication skills. New material 
has been added on employee publications, communication and control, and 
communication in scientific and industrial research. 


THE YOUNG EXECUTIVE’S WIFE: You and Your Husband’s Job. By Edith 
Heal. Dodd, Mead & Company, New York, 1958. 185 pages. $2.95. 
Designed to show the wife of the young corporation executive how she can 
be a positive force in furthering her husband’s career, this book discusses 
such matters as office protocol, business entertaining, transfers, and the 
varied everyday problems confronting the manager on the job. Entertainingly 
written and illustrated. 


CREATIVE THINKING. By Charles S. Whiting. Reinhold Publishing Corp., 
New York, 1958. 168 pages. $3.95. Examines the theory and practice of 
creative thinking as applied to business in an objective, common-sense manner. 
The operational techniques of creative thinking, such as brainstorming, are 
fully described and their strengths and weaknesses evaluated. The programs 
in use at General Electric, General Motors, U.S. Steel, and McCann-Erickson 
are also described. 


THE 7 FAT YEARS: Chronicles of Wall Street. By John Brooks. Harper & 
Brothers, New York, 1958. 240 pages. $4.00. A lively behind-the-scenes 
account of some of Wall Street’s most discussed operations during recent 
years, including the proxy fight for control of the New York Central Railroad; 
the General Motors’ stock issue of 1955; and the growth of the mutual fund 
business. Originally published as a series of articles in The New Yorker. 


BUSINESS LAW: Principles and Cases. By John W. and Madie B. Wyatt. 
McGraw-Hill Book Company, Inc., New York, 1958. 866 pages. $7.50. A 
practical text covering the fundamental principles of law relating to such 
common business transactions as contracts, sales, partnership, trusts, and 
insurance. The various points of law are illustrated by factual cases and 
problems. A student's workbook is also available. 


COMMUNITY CHEST: A Case Study in Philanthropy. By J. R. Seeley, et al. 
University of Toronto Press, Toronto 5, Canada, 1957. 594 pages. $7.50. 
The first critical examination of mass fund-raising and giving, this book 
focuses on Indianapolis as an average North American city and explores such 
questions as how the community’s dollar need is estimated; how much can 
reasonably be expected from business firms, salaried workers, and hourly 
wage earners; and the elements crucial to success or failure in financing a 
community’s voluntary agencies. Illustrated with charts and graphs. 


MANAGERIAL PSYCHOLOGY: An Introduction to Individuals, Pairs, and 
Groups in Organizations. By Harold J. Leavitt. The University of Chicago 
Press, Chicago, IIl., 1958. 334 pages. $5.00. An analysis of the psychology 
of individuals, groups, and industrial organizations, from the managerial 
standpoint. The discussion is grouped around four main areas: the individ- 
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ual; relationships between two people; small groups; and large organizations. 
Theoretical concepts are applied to such industrial problems as assessing 
people by psychological tests, developing managers, and communicating be- 
tween superiors and subordinates. 


SOVIET PROGRESS VS. AMERICAN ENTERPRISE: Report of a Confidential 
Briefing Session held at the Fifteenth Anniversary Meeting of the Com- 
mittee for Economic Develoment on November 21, 1957, in Washington, 
D.C. Doubleday & Company, Inc., Garden City, N. Y., 1958. 126 pages. 
$2.00. Papers and addresses by experts from government, industry, and 
education dealing with the competitive struggle between American business 
enterprise and Soviet communism. Military production and procurement, 
research and technology, and the battle of production are among the topics 
examined. 


ORGANIZATION AND MANAGEMENT IN INDUSTRY AND BUSINESS. By 
William B. Cornell and Huxley Madeheim. The Ronald Press Company, 
New York, 1958. 579 pages. $6.50. This revised edition of an introductory 
textbook on business organization and management contains new material 
on automation and linear programming, personnel, and office management. 
As in previous editions, the discussion is built around the departmental set- 


up of the industrial plant. New illustrations, questions, and problems have 
been added. 


OFFICE MANAGEMENT 


INTEGRATED COST CONTROL IN THE OFFICE. By Frank M. Knox. McGraw- 
Hill Book Company, Inc., New York, 1958. 293 pages. $7.50. A practical 
approach to the reduction and control of office costs is presented in this 
fourth volume in the NOMA series. Proven methods of organizing a sys- 
tematic program are given, with such factors as control over forms, methods, 
and procedures, clerical work measurement, work simplification, office 
automation, and record controls being discussed in some detail. 


INFORMATION RESOURCES: A Challenge to American Science and Industry. 
By Jesse H. Shera, et al. Western Reserve University Press, Cleveland, 1958. 
214 pages. $5.00. (Distributed by Interscience Publishers, Inc., 250 Fifth 
Ave., New York, N.Y.) Based on the proceedings of a special meeting of 
the Council on Documentation Research, this publication includes discussions 
on the creation of a national center for the coordination of scientific and 
technical information and on the present status of the various information 
services and their projected needs. In addition, information is given on such 
record-keeping devices as the Western Reserve searching selector, automatic 
encoding of telegraphic abstracts, and literature-searching machines and 
systems. 


SELECTING, PLANNING, AND MANAGING OFFICE SPACE. By Beryl 
Robichaud. McGraw-Hill Book Company, Inc., New York, 1958. 361 pages. 
$8.50. A compendium of ideas for and methods of planning and managing 
office space for more efficient, economical, and satisfactory use. Covering 
every phase of the subject, the author gives specific solutions to such 
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problems as determining the amount of office space needed, planning the 
layout, setting furnishing and decorating standards, and moving with the 
least disruption of service. 


PROCEEDINGS, EXECUTIVE CONFERENCE ON ORGANIZING AND MANAG- 
ING INFORMATION—1958, AND CONFERENCE FOR SPECIAL LIBRARIANS. 
Edited by Shirley F. Harper. The University of Chicago, 64 East Lake St., 
Chicago, Ill., 1958. 96 pages. $3.00. Information technology and the 
future of organizations, components of the company information system, 
the effective management of business information, and acquiring business 
information for company needs are among the papers presented. 


HIGH-SPEED DATA PROCESSING. By C. C. Gotlieb and J. N. P. Hume. 
McGraw-Hill Book Company, Inc., New York, 1958. 338 pages. $9.50. 
A thorough outline of the principles and general techniques of processing 
data at high speeds, particularly for business purposes. The subjects covered 
range from the method of representing information in a processor to advances 
in automatic programming. Including data processors of all types and from 
all manufacturers in their survey, the authors show precisely how data 
processors work, how they are used, and what their advantages are. 


A GUIDE TO EFFICIENT SCIENTIFIC MANAGEMENT PLANNING FOR SUPER- 
VISORS AND ADMINISTRATORS: How fo Analyze for Office Automation 
and Electro-Data Processing. By John W. Sullivan. 1958. 83 pages. $3.25. 
(Distributed by Civic Center Bookstore, University of Southern California, 
206 S. Spring St., Los Angeles, Calif.) Gives information on the process of 
scientific management planning, planning and automation, how to conduct 
a management survey, and how to analyze costs and sell the plan. Three 
appendices on the language of statistics, types of analysis reports, and five 
basic rules for reducing clerical costs are provided. 


THE PUNCHED CARD MACHINE ACCOUNTING AND DATA PROCESSING 
SEMI-ANNUAL: Volume 7. Edited by D. A. Talucci. Frank H. Gille, 956 
Maccabees Bldg., Detroit 2, Mich., 1958. 171 pages. $9.00. Among the 
general topics that are covered in this publication are data processing in the 
changing office, teaching machines to read, and pattern punching. The 
special applications discussed include automated inventory control, simplified 
payroll procedure, and electronically processed bills. 


MARKETING 


PATENT LICENSING. Edited by Albert S. Davis, Jr. Practising Law Institute, 
New York, 1958. 173 pages. $3.50. Among the topics discussed in this 
compilation are giving a patent commercial dimensions, determining mar- 
keting policy, selecting and negotiating with licensees, evaluating an in- 
vention, and making and applying of royalty rates. 


PRICING IN BIG BUSINESS: A Case Approach. By A. D. H. Kaplan, et al. 
The Brookings Institution, Washington, D.C., 1958. 344 pages. $5.00. An 
exploration of management’s conception of the pricing process, this book is 
based on interviews with pricing officials and top executives of more than 
20 large corporations and is supplemented with other relevant data. The 
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picture that emerges is one of diversity in pricing practices and policies 
within and among companies, pointing up that variation rather than uni- 
formity is characteristic of pricing in big business. 


MARKETING BEHAVIOR AND EXECUTIVE ACTION. By Wroc Alderson. 
tichard D. Irwin, Inc., Homewood, IIl., 1957. 487 pages. $7.00. Using 
a functionalist approach to marketing theory, the author discusses such topics 
as marketing and the behavioral sciences, the theory of market behavior, and 
executive action in marketing. 


MOTIVATION AND MARKET BEHAVIOR. Edited by Robert Ferber and Hugh 
G. Wales. Richard D. Irwin, Inc., Homewood, IIll., 1958. 437 pages. $7.80. 
An examination of the general approaches to the study of motivation; as well 
as such special techniques as projective and related psychological tests and 
nonprojective surveys. Some of the subjects discussed under these main 
headings are advertising strategy and theories of motivation, the Thematic 
Apperception Test, why television commercials succeed, and what makes a 
best seller. 


PROCEEDINGS OF THE 21st ANNUAL CONFERENCE OF EXECUTIVES OF 
STATE AND LOCAL TRADE ASSOCIATIONS. The Bureau of Business Re- 
search, College of Commerce and Administration, Ohio State University, 
Columbus, Ohio, 1958. 101 pages. Gratis. These proceedings of a con- 
ference sponsored by Ohio State University in cooperation with the Ohio 
Trade Association Executives include papers on the relations between state 
trade associations and local chambers of commerce, the foreign trade zone, 
and the trends and outlook in Ohio taxation, revenues, and school finance. 


GUIDEPOSTS AND METHODS TO FUTURE SALES AND MARKETS: Proceedings 
of the 23rd Annual NSE International Distribution Congress and Business 
Aids Show, Washington, D.C., May, 1958. National Sales Executives, Inc., 
NSE-International, New York, 1958. 62 pages. $2.00 (NSE members 
$1.00). Among these proceedings are papers on such subjects as aids in 
sales planning from commercial and government sources, the creative message 
in scientific marketing, the recruitment, selection, training and supervision of 
salesmen, and exploring new channels of distribution. 


WHAT MAKES WOMEN BUY. By Janet Wolff. McGraw-Hill Book Com- 
pany, Inc., New York, 1958. 204 pages. $6.00. Using the latest findings 
of motivation research, as well as psychology, physiology, sociology, and 
economics, this book is written for those who are concerned with selling or 
advertising to women. Pointing out that modern women think, feel, and buy 
differently from their mothers and grandmothers, the author pinpoints the 
selling appeals, product characteristics, and services best calculated to 
capture today’s feminine market. 


SALES HORIZONS. By Kenneth B. Haas and Enos C. Perry. Prentice-Hall, 
Inc., N.Y., 1958. 404 pages. $3.56. Designed for the student or beginning 
salesman, this book covers every aspect of salesmanship. The techniques 
of retail, wholesale, route, and service selling are described in detail. Case 
studies and problems and projects for discussion are provided. 
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